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English Summaries of Major Articles 

¥/4MO00014 Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNY YE OTNOSHENTY A in Rusman 
Nw 9. Sep 9) (signed to press 15 Aug 9O) pp 158-159 


[Text] V. Baranovskiy. “Europe: Emerging New Interna- 
vonal Politscal System.” The latest developments in 
Europe changed drastically political order established on 
the continent after the World War Il. Our ideas of the 
character, tempo and possible consequences of the 
changes in the region need profound correction 


The essence of the changes 1s, first of all, overcoming of 
the East-West confrontation and establishing of non- 
confrontational interaction of two social systems. The 
fact +s, that instead of slow evolutionary change from 
confrontational model to co-operative one. revolu- 


tronary changes in Europe took place. resulting in a rush 
overcoming of the formational dichotomia of the 


regional polrtical system 


These changes undermine traditional European stability 
based upon an old balance of power. yet, the power/ul 
imtegrational trends causing growing interdependence 
and interlacing of interests most probably will step by 
step remove sources of the international conflicts and 
rivalry. The most stabilizing effect will have spreading 
all over the continent of the general system of values. and 
first of all ts democratical component 


In sp-te of the obvious critical developments in the Soviet 
Umion, which could not but result in some weakening of its 
positions im the world, ut still preserves possibilities to 
influence im a high degree European affairs. On the other 
hand, the uncertainty of the future of the USSR is 
becoming the most serous problem for Europe. Another 
cause of instability 1s created by internal problems of 
Eastern European countnes. Discussing the problem of 
unification of Germany, the author points out, that 
German involvement in different international structures 
and highly developed democracy may form one of the 
main factors of European stability 


L. Delywsin, on his article “Reforms in China: Problems 
and Contradictions,” dwells upon a political and soci- 
economic situation in China after the suppression of the 
student movement in June 1989 and argues that 
numerous sinologues came to the conclusion about the 
failure of reforms in China and about the victory of 
conservative forces which managed to stop the advance- 
ment of China along the way of a democratization and 
reconstruction of the cconomic system. The author 
beleves that in spite of assertions of a new leadership of 
China concerning a revival of the economy and an 
introduction of the order in the country there 1s a return 
to administrative and command methods in managing 


the cconomy. Thes process manifests rsclf m an capar- 
sion of the sphere of the centralized planing. an intro- 
duction of a strict control over proces, an intensification 
of a supervision over an individual and privatc business 
activity, and a campaign against the so-called “bourgeors 
liberalism.” When analyzing the events taking place im 
the contemporary China im detail, the author comes to 
the conclusion that the Communist Party of China is 
mcapable to realize successfully a comprehensive mod- 
ermization of the country and ns advancement to the 
level of the leading countnes of the world without a 
further intensification of economic reforms directed at 
an expansion of market reiztions. without a political 
system aimed at a democratization of the present polit- 
cal and sociw-cconomac system 


When appraising the functioning of the Japanese 
cconomy during the 1980s. 1. Tseleshchev, on hes article 
“The Economy of Japan: Results of the 1980's.” remends 
of the fact that after the epoch of high rates of growth 
from the middie of the 1950s to the beginning of the 
1970s there was a perrod of a slowdown of the growth 
rates conditioned by two oi! shocks and the ven shock 
This senes of shocks strmulated quite intensive processes 
of a structural, technological. and organizational adap- 
tation of the national cconomy As a result of an accel- 
eration of the screntific and technical progress with a 
leading role of microciectronics. an mmnovation of equip 
ment and a saving of resources allowed to alleviate the 
acuteness of the energy probiems in order to eliminate 
the influence of the oi! shocks. Again. an acceleration of 
the screntific and technical progress in combination with 
the growth of the competitiveness of the Japanese com- 
moditics facilitated considerably an overcoming of the 
yen shock. And then, from 1987. a new stage of growth 
started which was evidently of a long-term character. At 
the same time, the structure of the growth was radically 
changed, and Japan was converted ito a trade. indus- 
trial and financial “superpower” during a quite short 
period of time. But on the verge of the decades the 
question 1 whether Japan. as the trade. industrial and 
financial “superpower.” will also attain the position of a 
superpower in the level of consumption. That 1s the main 
question being rarsed now in Japan 


The article “The Evolution of the Keynesian Theory in 
the Time of a ‘Conservative Shift” by | Osadchaya ts 
devoted to theoretical aspects of the market regulation 
first of all by means of the government budget. fiscal and 
credit policy, and to discussions on these problems in the 
contemporary cconomic literature mm the USA and 
abroad. The author shows that the Keynesianiem. as a 
specific concept of the macroeconomn regulatron with 
its purposeful prortics (employment and stable cco- 
nomic growth) and methods (budget. credit and monc 
tary system), cxapernenced a scrious crisis and was sub- 
yected to a conceptual criticism on the part of a number 
of theoretical schools—monctarism,. supply theory. new 
neo-classical school, social chore theory et 

combined under a gencral term of a conservative oF 
neo-conservative direction of the cconomiu thought But 








this critecrsm conditioned formation of the so-called 
post-Keynesianism emerging from two flows—the 
English left Keynesianism with the center in Cambridge 
and the critical Keynesianism in the USA. The basic 
spheres of post-Keynesian analysis are a “non-neutrality 
of money ~ and problems of pricing. But in the end the 
contemporary theoretical discussions around the Keyne- 
sian theory are concenirated on the selection of goals and 
methods of the macroeconomic policy. As a result, the 
crisis of the Keynesianism engendered both a revival of 
the neo-classical theory and new trends in the evolution 
of the Keynesianism itself 


A. Galkin. “Social Stability: Some Theoretical 
Approaches.” Realities of the historncal process put 
forward the problem of social stability 


An absolutely stable system 1s but a pure abstraction 
Highly stable systems do exist, yet, such systems, being 
unable to adapt themselves to new conditions because of 
the extreme degree of resistance to the changes are not as 
viable as it 1s usually supposed. The most viable are 
dynamic systems, with stability strong enough to guar- 
antee self- preservation and at the same time able to 
change. Stability of such systems depends on the com- 
pound of unsteady equilibriums of the elements and 
sub-systems, as well as of the system-creating and sys- 
tem-changing processes. It 1s the question of the optimal 
correlation between continuity and modification. condi- 
tioned by internal and external stimuli. 


Such laws function in the social systems, too. Elements 
of these systems constitute social groups, accumulating 
and defending their members’ interests. Relations 
between the groups are determined by the degree of 
comcendence or contradiction of the interests. Changes of 
the social systems are, first of all, complex, though 
processes in the different spheres are connected but 
indirectly. The changes, transforming elements of socia: 
systems, are usually discreet. In most cases the changes 
of social systems are strongly influenced by political will, 
it may intend to stimulate or to prevent changes, to 
realize them in moderate or extreme forms, etc. The are 
two main models of solving contradictions between 
social interests: confrontative model, leading to the 
social liquidation of the opponents, and the other one, 
based on consensus, looking for the objective interests. 


The main part in the process of transforming of the 
objective interests into social behavior belongs to the 
political culture. 


COPYRIGHT: Izdatelsivo TsK KPSS “Pravda” 
“Mirovaya ckonomika 1 mezhdunarodnyye otnosh- 
eniya™. 1990 


Political Changes in Europe Analyzed 

AU 2011060090 Moscow MIROVAYA EKONOMIKA I 
MEZHDUNARODNYYE OTNOSHENIYA in Russian 
No 9. Oct 90 (signed to press § August 1990) pp 5-18 


[Article by Viadimir Georgiyevich Baranovskiy, doctor 
of historical sciences, head of department at the USSR 
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Academy of Sciences World Economics and Interna- 
tional Relations Institute: “Europe: The Formation of a 
New International Political System.” This publication ts 
based on the main thises of the author's 4 June 1990 
report at the Academic Council of the said institute and 
on the discussion which followed} 


[Text] The dramatic events which unfolded in Europe in 
1989 and 1990 have literally blown up the international 
political order established on the continent after World 
War IL. A need arises to radically amend our ideas of the 
character, pace, ard possible consequences of the 
changes which are under way in this region. 


Overcoming the Split 

The ideas of the “new political thinking™ formulated at 
the beginning of perestroyka and the corresponding 
practical actions taken by the USSR have been onented 
toward overcoming the East-West confrontation which 
has remained the most important characteristic of mter- 
national relations on the European continent throughout 
the postwar period. The changes which began to take 
shape in the international arena have been regarded, first 
and foremost, as a transition toward a nonconfronta- 
tional interaction between two sociopolitical systems 


Of course, it was not simple to do this. A decisive (and 
quite painful) renunciation was required of the ideolog- 
ical dogmas and stereotypes of long standing, those on 
the class character of the relations between siates, the 
onfrontation between the two systems as a determining 
feature of the contemporary epoch. the ideological 
struggle in the international arena, and so forth. How- 
ever, in principle, the process of establishing more civi- 
lized East-West relations could develop within the 
framework of the existing international political sys- 
tem—it was only necessary to radically change the char- 
acter of interaction between its constituent elements. In 
other words, it was assumed that both socialist and 
capitalist countnes would begin to overcome their 
inherent mutual intolerance but would, at the same time. 
maintain their dissimilar political orentations, the 
Warsaw Pact and NATO would reduce the level of the 
military confrontation between them, continuing, how- 
ever, to play the key role in guaranteeing military secu- 
rity of their respective member countnes and remaining. 
in principle, opposed to one another, CEMA and the EC 
would embark on the path of developing cooperation 
between themselves, although the member countries of 
both organizations would maintain their fundamentally 
dissimilar (and, therefore, largely incompatible) eco- 
nomic systems, and so forth. 


Within the framework of such a scenario, there must 
have been every reason to expect that the transition from 
confrontation to constructive interaction would be a 
gradual and time-consuming process. Mutual adapta- 
tion, coordination of interests, the search for compro- 
mises, and the finding of that balance of gains and 
concessions which would be acceptable for every coun- 
try—all this would have required lengthy negotiations. 
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diplomatic maneuvering, crucial piitical decissons, and 
a thorough preparation of peblic opinion. The gradual 
and protracted evolution would have been of a suffi- 
ciently predictable nature. Each side would have been 
able to block those lines of development which ut found 
perturbing. This would have applied, to an even larger 
extent, to those problems which arc. for some reason. 
“ynconvenient™ for both sides. For exampic, eo only 
was the thesis to the effect that the German probiem 
would be resolved by history (which apparently implied 
decades and not months or even years) propounded by 
the Soviet leadership but it also met with certain under- 
Standing (if not sympathy) on the part of our Western 
counteragents. 


The actual development of events has refuted this sce- 
nario of the gradual formation on the continent of a 
nonconfrontational system of interrelations between the 
States of the two systems. 


First, the revolutionary changes in Eastern and Central 
Europe have led to the disappearance of such realities as 
“socialist community” and “fraternal socialisi coun- 
tries.” As a result, the character of the international 
political system in Europe is changing fundamentally 

This system is losing its pronounced bipolar character. 
and this is precisely what had constituted its main 
feature. Over several decades, such notions as “interac- 
tion (confrontation, coexistence, and cooperation) 
between two system:,” “East-West relations,” “interre- 
lations between socialism and capitalism,” and so forth 
were of crucial significance in the description of this 
system. Today, the very notion of “East-West relations” 
as characterizing an interaction between two groups of 
States at the levels of system and formation 1s becoming 
meaningless. In other words, whereas before it was the 
question of changing the character of that interaction 
(figuratively speaking, substituting the “plus” sign for 
“minus”™), now an ongoing transformation at the level of 
its subjects 1s obvious. This means that in those states 
which have, until recently, constituted the so- called 
“socialist community,” the political, economic, and 
ideological changes are eliminating the formational 
dichotomy from the regional international political 
system. Its more or less protracted death-throes or 
relapses may only be possible if reforms im the said 
countries are insufficiently profound or proceed slowly 


Second, the process has assumed the character of an 
avalanche. The internal political changes have occurred 
within a period of just a few months. In the case of 
German unification, they were immediately accompe- 
nied by a most powerful “outburst” onto the interna- 
tional scene, it 1s quite obvious that in other cases, too 
the international political consequences—ceven if they 
are, for some reason, amortised and, on the face of it, not 
so dramatic—may, quite soon, acquire considerable 
scope. Not only do the participants in international life 
not have enough time in which to react to these changes 
and adapt themselves to new conditions, but quite often 
they are not even capable of conprehending them. While 


it 0S Clear to everybody what we are abandoning. there 
no compicte clarity or an unambiguous sdca of what all 
thes will lead to 


Changes and Stability 


Instead, there 1s a kind of subconscious anarcty—what if 
things get even worse than they were’? There os an 
apprehension that a chaotsc imternational political 
system devoid of that st-wctural “harmony” which was 
inherent in bilateral confrontation will emerge. a sysicm 
whech will not, therefore, be very stable. There 1s appre- 
henson thal, even if such a system 1s somehow devised, 
it will turn out to be unstable anyway because the 
colossal restraining and mobilizing factor, effective in a 
bipolar system, will disappear—namely. the carstence of 
a common enemy, a potential adversary. whom it would 
be necessary to oppose, even if one had to restrain one’s 
own ambitions to achieve this goal. There 1s apprehen- 
sion that the formula “everyone for himself and against 
all the others” may become the universal principle of 
behavior under the new conditions, a formula which s 
virtually equivalent to an uninhibited nvairy of national 
self interests 


To what extent are these apprehensions justified” | 
believe that a theoretical possibility carsts that Europe 
may go back to the “classical” system of mmternational 
political interrelations, a system in which independent 
States ac\ing on their own as its main gents will strive to 
maximize their resources and their influence and, for 
this reason, compete against one another. The stability of 
such a system is dependent on maintaivang relative 
equilibrium among its partecipants. In Europe, this equi- 
librium took shape approximately in the cuddle of the 
17th century when the Habsburgs’ claims on Qomination 
in the region were ultrmately burned and 4 certain 
balance of forces was established whereby ‘he main 
international participants neutralized one another 
Within such a system, a disruption of the internal 
balance would be the main conflict-producing factor 
which would create tension in t and may even lead to an 
explosion and its total destruction 


From the point of view of the given hypothesis, this 
bipolarity in Europe has been a known anomaly whereby 
the confrontation between the two diametrically 
opposed ways of organization of social life has turned 
out to be the main affliction of the European interna- 
tional political system, a confrontation which has been 
pushing nation-staic aspirations to the background. This 
anomaly 1s being overcome now. If one 1s allowed to say 
$0, the natural order of things 1s being restored. How- 
ever, the return to the “free play” on the European scene 
1s also fraught with serious dangers: The old equilibnum 
and the mechanisms for achieving it are disappearing. 
while a new balance of forces has not yet taken shape. 
and in such conditions some states may choose to orient 
themselves toward a comprehensive and quite energetic 
strengthening of their positions relative to those of other 
participant’. in international life and may, at the same 











lume, manifest mocreased sensitivity to semilar actions 
berng taken on the part of these other participants. 


However. i appears that this hypothesss 1 somewhat 
one-sided on character because ut absolutuzes those pre- 
meses on whech ot os based. Affer all, there also exists a 
powertul opposite trend, namely, an interdependence in 
the world arena which ss intensifying and leading to an 
mcreasingly close mterweaving of the interests of dif- 
ferent states and of the very conditions of their existence. 
Perhaps. on some cases, this interdependence may also 
gecnerate problems in the interrelations between states, 
bul, apparently, mm the long run the development of this 
irend will gradually eliminate the sources of interstate 
conflicts and neutralize the mutual rivalry (at least in its 
tradstional forms) in the world arena. Logically speaking. 
the role of the states themselves, as autonomous 9artic- 
ipants in international life must gradually decrease as a 
result, to the extent of shaping the mechanisms of 
transnational interaction. (Incidentally, a further trend 
emerging in the European political landscape 15 working 
in the same direction—namely, an increasing role of 
individual regoons of different countnes, regions whose 
participation m international life may, over the course of 
time, become quite conspicuous.) 


The question of an cromon of the role of different states 
and of the potential international political consequences 
of thes erosion requires a special study: this 1s one of the 
key problems which are being presently dealt with within 
the framework of the theory of international relations. 
However, 1t may be stated that this interdependence has 
developed much more extensively in Europe than any- 
where else. The changes which are under way on the 
continent are giving @ new impulse to this process and 
will further expand the framework cf this interdepen- 
dence—in the course of overcoming the split on the 
continent as a result of which prospects are opening up 
for a more profound and comprehensive integration of 
the USSK and Eastern European countries into the 
world community 


It os possible that the stability of the :nternational 
political order taking shape in Europe will be guaranteed, 
io an even greater extent, by a gradual propagation into 
all the countries of the continent of a general system of 
values and, first and foremost, its democratic compo- 
nent. In all likelihood, this process in itself may also be 
accompanied by both unrestrained cuphoria on the part 
of those who regard themselves to be the victors and by 
fits of ideological masochism on the part of those who 
are unwilling to waive their principles. However, some- 
thing else 1s much more important—the entire historical 
experience of this century indicates that wars do not, 
normally, emerge between democratic states. Whether or 
not democracy will be able to find a proper answer to all 
future challenges of international political development 
remains an open question. However, it 1s quite obvious 
that it 1s better adapted to this than are any other modes 
of organization of contemporary society. In other words, 
the more democracy there is in Europe (primarily as a 
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result of its spreading to the casiern part of the conti- 
nent), the more reason we will have to count on the 
stability of the international political system which 1s 


emerging in this region. 


In the long run, the trend toward an intensification of 
interdependence and the formation of a more homoge- 
neous (yet not at all monotonous’) political space will not 
only prevail, but will probably make ut possible to 
gradually do away with potential destabilizing conse- 
quences of that restructuring of the international polit- 
ical system which 1s under way in Europe. However, in 
the near future, relapses of nation-state individualism 
cannot be ruled out either. Owing to the fact that the 
thinking in terms of foreign policy and foreign policy 
practice 1s being released from the burden of bipolarity, 
the traditional concepts of nation-state interests, balance 
of forces, their maintainance at regional and subregional 
levels, and so forth may receive a strong additional 
impulse or may even generate conflict situations. 


In this Connection, if ts important to pomt out that that 
Stage in the international political development in Europe 
which started at the end of the eighties and the beginning 
of the nineties is transitional in character. The erosion of 
the existing international political regime 1s intensifying. 
but this destruction of the “old order” 1s not being coun- 
terbalanced by an equally quick formation of a replace- 
ment for it. Why not? Because a certain inertia of foreign 
policy thinking exists, because there are institutional struc- 
tures which emerged within the framework of the “old 
order” and which are adapted, first and foremost, to 
servicing its needs, because the participants in interna- 
tional life are not sure that the changes which have started 
are irreversible in character, and because it 1s not clear 
which parameters should be put into the system which 1s 
emerging. It may well be assumed that. in such conditions 
the majority of those mechanisms of interaction between 
states which have justified themselves in the participants’ 
eyes will also be able to function in the future, although, in 
all probability, their functioning will gradually change :n 
character in conformity with the new situation taking 
shape in Europe 


Any transitional period 1s fraught with certain dangers 
In principle, all participants in international life are 
interested in reducing them to a minimum. However, it 
is precisely in the transitional penod that a revision and 
reorientation (which 1s quite significant) of nation-state 
goals take place, nor can one rule out a situatron in which 
they may prove to be in conflict with the tasks of 
maintaining regional stability if they are regarded as 
pnority ones. The main danger of the transitional period 
lies in this, and the objective need to form all-European 
structures of interaction and interdependence of the 
States of this continent stems from this 


This is the gereral background against which it makes 
sense to analyze various specific aspects of the formation 
of a new international political system im Europe. It will 
perhaps be logical to start with reflecting on the place 
which the Soviet Union will occupy in it 
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The Seviet Union and Europe 


Many of those factors whih have traditionally guaran- 
teed the USSR its high international political status and 
a significant influence both in the world arena as a wholc 
and within the framework of the European continent are 
losing or have already lost their significance. The for- 
cign-policy dividends stemming from the possession of 
nuclear weapons are decreasing (the arsenals of these 
weapons will also decrease), Soviet military presence in 
Eastern Europe 1s also decreasing and will soon be 
reduced to naught; the USSR can no longer play the role 
of the leader of a whole group of states which are 
onented toward it, and CEMA and the Warsaw Pact, in 
which it previously dominated, are losing their viability 
right before our eyes. 


The main problems, however, are associated with the 
Soviet Union's internal development. The country has 
entered a period of crisis development which involves 
the entire domain of social life (the economy. policy. 
ideology, interethnic relations, and so on), and, to all 
appearance, this period will be quite protracted. All this 
cannot fail to lead to a weakening of its international 
political positions. 


Al the same time, one can clearly see those factors by 
virtue of which the Soviet Union is still capable of quite 
considerably influencing the staic of affairs in Europe. It 
remains a mayor military power in the region, possesses a 
huge potential in the economic sphere, and has certain 
achievements in some trends of screntific-technological 
progress. In many respects, the “specific weight” of the 
Soviet Union in Europe is still due to its geopolitical 
situation. It 1s quite significant that the renunciation of the 
“Brezhnev doctrine” opens up a path toward normalizing 
relauons with Eastern European countnes 


The policy of perestroyka is enjoying wide support on 
the part of public opinion and political circles of Euro- 
pean countries. This is creating exceptionally favorabic 
conditions for the Soviet Union to resolve a ftiajor 
Strategic task in the given foreign policy direction—to 
ensure the country’s more active and organic integration 
into thc world community through the “European 
window.” However paradoxical this might be on the face 
of it, the weakening of the Soviet Union is also, to some 
extent, playing into its hands. It 1s becoming less “dan- 
gerous™ in the eyes of West Europeans and therefore 


more acceptable as a partner. 


However, the credit of trust being enjoyed by the USSR 
as a consequence of perestroyka which has started 1s not 
limitless and may turn out to be exhausted. It 1s already 
decreasing. Whereas before, the Soviet Union's strength 
and power (more specifically, military power) caused 
anxiety in the West, its weakening and di integration are 
being followed with even greater apprehension, because 
there is no way of knowing how a country with an 
enormous charge of accumulated social discontent, 
deformed national self- consciousness, and a large 
arsenal of nucicar warheads will behave in conditions of 


cooncmuc and political chaos. It would not be an . xag- 
gcration to say that the USSR's uncertain future ss 
becoming the most serious international political 


problem in Europe 


In :weh conditions, the place and role of the Soviet 
Union within the system of interstate relations taking 
shape in Europe will depend primarily on two circum- 
stances. Fiest. on the extent and pace of the reforms 
being wmplemented in the country—because the high 
level of incompatibility between the Sovict rational 
cconomy and the market cconomy 1s creating objectively 
conditioned obstacles on the path of its interaction with 
other European countries, obstccles which cannot be 
overcome with the heip of pure’) pok-scal decisions. 
Second, it will depend on maintaining the mternaconal 
political capability of the USSR as an integral formation 
(a State or a umon of states). Unless these tasks are 
resolved, the very participation of the Soviet Union in 
the regional international political system wll be more 
than problematic 


It must also be taken into account that a “westerniza- 
tion” of Eastern European countries 1s already devel- 
oping more vigorously and 1s producing more profound 
results. If thes trend 1s mamntained, the “line of the spit” 
may shift from the center of the contenent to the USSR's 
western border. This well result mm a decrease of the 
Sovict Union's role in Europe and a sharp narrowing 
down of its foreman policy potential. It cannot be ruled 
out that under such conditions a “common European 
home™ will be built without the participation of the 
initiator of this proyect or its particeypation may be quite 
symbolic. The Soviet Union may count on being able to 
avond quite an unenviable fate—to find itself at the 
periphery of the new European devclopment—only if it 
speeds up its domestic reforms 


However, the greatest uncertainties with regard to the 
Soviet Union's participation in the European interna- 
tional political system are associated with the sharp 
intensification of separatist tendencies in the country's 
many regions, including those which constitute its 
western penphery The marmntaining of the “European 
prospect” for the Sovict Union will largely depend on the 
extent to which it will manage a) to avoid decisions 
involving the use of force on these regions, b) not to allow 
the transformation of interethnic problems into a source 
of tension in its relations with European countries. 
especially with its immediate neighbors to which sepa- 
ratist forces may appeal for assistance—Romania, Hun- 
gary. and Poland, ¢) to ensure the establishment and 
maintenance of constructive (or even preferential) inter- 
relations with those republics which would choose to 
secede from the Soviet Unron, d) im preparing a new 
umon treaty which will ensure effective mechanisms for 
claborating a general foreign policy on the part of all 
members of the associatron im order te legitimize its 
foreign-policy Course 








At the same time, if reform of the country’s nation-state 


system proceeds in terms of creating a union of genu 
inely sovereign republics (in all probability, thes 1s the 
only chance to maintain the USSR as a discrete entity). 
then 


lems will be dissimilar in the case of Moldavia and, for 
example, Tajikistan. 


Nor must we, perhaps, rule out the possibility that the 
number of participants im the CSCE will grow, the circle 
of aspirants to membership in the Council of Europe will 
expand, and so forth. To some extent, all this will signify 
a weakening of the Soviet Union's political influence. At 
the same time, however, the USSR will acquire a chance 
for a more active integration into the pattern of Euro- 
pean interstate relations, although this may imvolve 
activating the nation-state formations within it to a 
larger extent than the Soviet Union as an integral whole 


Eastern Vv between Renewal and 
Furope \ acillating 


The place and role of Eastern European countries are 


radically changing im the international political system 
taking shape on the continent (this applies to all European 
countries, apart from the USSR, which have, until 
recently, been regarded as socialist ones) A distinct west- 
ward dnft has become obvious in the foreign-policy onen- 
tation of the majority of them. However, the economic 
structure which has taken shape and especially the struc- 
ture and onentation of foreign economic ties will, for a 
long time to come, continue to nourish their striving to 
maintain a sufficiently high level of relations with the 
Soviet Union. The objective geopolitical interests of 
Eastern European countries are onented in the same 
direction At the same time, we must keep in mind that the 
shift to the mghi in their internal political 

including that 1n the question of their attitude toward the 
USSR, has by no means been completed 


The internal situation in some of these countries 6 a 
serious source of instability in Europe (perhaps. the most 
serious one, if the USSR is also taken into account) 
First, the difficulties of their economic situation. second. 
the not yet firmly established political structure, and 
third, the chronic problems of interethnic relatrons—all 
these factors may create the perfect environment for an 
internal radicalization of society which may lead to quite 


dangerous “outbursts” in the sphere of foreign policy 
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Some people sce im thes a danger of the region's “Bal- 
kanization™ m the sense that the situation which took 
shape on the eve of World War I may recur. I bebeve that 
such analogies are only partly appropnatc. The maim 
difference between the present situation and the one which 
prevailed at the beginning of the century hes im the fact 
that the present international political environment is 
relatively favorable and there 5 no pronounced cxpan- 
sonism on the part of the lezding European states with 
regard to this regoon It 1s very significant that the question 
of dividing Europe into spheres of influence of East and 
West, a question which has. until recently, been quite 
acute, has lost its topicality m the case of the above 
countnes. It 1s, for example, clear that the disintegration of 
Yugoslavia. had 1 occurred in combination with a bipolar 
imternational political structure, would have turned out to 
be a detonator for an all-European explosion. Today. 
however, a possible aggrzvation of the situation will hardly 
become a catalyst for enhancing the contradictions 
between other participants im mtcrnational life, on the 
contrary. a sufficiently broad all-European interaction may 
be expected mm this case (the first manifestations of this 
imteraction can be seen even today—for example, in con- 
nection with the creation of the European Bank for Recon- 
striction and Development) 


The differentiation of Eastern European countres (first 
and foremost, m terms of the level of thew economic 
development, which has also carted before, will, mm all 
hikelhood. turn out to be even more pronounced after the 
political fetters, which have been gripping these countnes, 
disappear. Two zones may emerge im this region as an 
international political consequence of this differentiation, 
and the participants in these zones will differ from one 
another um terms of the degree of thei involvement (both 
practical and potential) in those mechanisms of interaction 
between states which are functioning in the western part of 
the continent. Besides, the reonentation may be quite 
painful for such counines as Czechoslovakia, Hungary. 
and Poland which, as would be logically to assume, might 
count on a faster “return™ to Europe: They will turn from 
being CEMA's recognized industrial leaders into penph- 
eral participants in the Western European system with no 
specific undividuality and will yet have to find thew own 
niche on thes system 


A New Role for Germany 


A fundamentaily new aspect determining the specific 
features of the international political system which 1s 
taking shape in Europe will lie on the transformation of a 
unified Germany into one of ts major participants. It 
will probat') play a key role on the continent or even 
aspire to the role of a “European superpower,” if one 
takes into account the cconomic might of thes state, its 
military potential, and the advantageous geopolitical 
situation 
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Even now, such a prospect 1s giving mse to apprehension on 
the part of many other counines—both the mmmeduic 
newg>ybors of Germany and its competitors among the 
leading countnes of Western Europe, those which may find 
themselves pushed to the backg ound Nor should particular 
histoncal reminiscences be dis: egarded 


The reaction to the emergence of this phenomenon. 
which has no precedent in the postwar history of Europe. 
can be followed along several directions. Here, one can 
see the striving. not always openly cupressed bul, never- 
theless, quite pronounced, to catend American presence 
m Europe as a political instrument for influencing Ger- 
many and as a means for restraining t from an activa- 
tion om the sphere of military preparations. This also 
includes a more extensive micraction between France 
and Great Britain on the area of nucecar weaponry (which 
is the only areca in which Gormany will not aspire to 
full-weight participation). One can 2iso observe a phe- 
nomenon which 1s the most important one here. namely 
the persistent aliempts to ensure a participation of 
Germany in various agreements, accords, mutual obliga- 
ons, mmstitutvonal structures, and so forth with the arm 
of restricteng t from gaining a free hand in the interna- 
tional arena. (Let us remark im parentheses that, from 
this pornt of view the thesis of the need to synchronize 
the process of German unification with the formation of 
all-European structures, on the one hand, and the persis- 
tent striving to guarantce the partacipation of Germany 
im NATO. on the other, actuatly stem from one and the 
same source.) 


Apparently. 1 might be possible to succeed somewhat in 
“restraining” Germany by hampering the process of its 
unification through the negotiation mechanisms fvac- 
tioning mm accordance with the “two-plus-four™ principle, 
or cise by supporting 1 only on quite stringent terms 
However, at best, this kind of action would produce a 
short-lived effect. On the other hand, they would also most 
certainly stemulate negative tendencies—both at the level 
of social sentiments im that country and at the level of its 
policy. “he same applies to the so-calied “singularnization™ 
of Germany—the establishment of a special regime for 
it—unless is meant for some short-term transitional 
penod (this mainly concerns two questions foreryn mili- 
tary presence on the territory uf Germany and resinctiont 
imposed on its soverergnty) The international politica: 
costs associated with the emergence of a new “Versailles 
syndrome” in Germany are quite obvious, especially in 
view of the fact that nat,onal self-consciousness in that 
country 1s gathenng momentum. 


Something cise 1s also obvious Speaking of expansionism 
im the traditional sense of this word, a country which has 
achieved impressive results in its socioeconomic develop- 
ment (which, in itself, ¢ a most powerful factor of stability 
of its foreign-policy course), has become involved im a 
relationship of close interdependence with other states 
(and, « not, for that reason, interested im any kind of 
confrontation with them), and has already accumulated 
considerable capervence in the functioning of democratic 
institutrons (which also creates certain guarantees against 


adventurism in foreign policy) will hardly be unchined to 1 
Of couree, 1 0s always posssbl, ‘9 say that these guaranices 
are not absolute or one-hundred-percent relabic. that ihe 
“quality” of democracy on German sol sot known, 
because ws #ability has not been tested m criss cond:- 
bons, and that en aggravation of economx difficulties may 
drastically alter the situation and arouse dangerous aggres- 
sive mstincts mn even-tcmpered and loyal burghers. . How- 
ever, dentical assumptions may also be made with ‘cgard 
to any other state—the only difference tying on the fact that 
the Germans know better than many other nations the 
price one has to pay for failing to restran oneself. 


If we look soberly at the cxssteng state of affairs and 
avond giving way to our own passions while reflecting on 
the “worst of all possible scenarios,” then i will be quite 
reasonable to assume that, on the long run, Ger aany may 
become a mayor factor im stabilizeng the situation on the 
European continent Business. finance, and trade will be 
the instruments for its cxpanson, the formation of an 
expanding cconoms sone will be a condition for its 
self-assertion. and the countnes uf the castern part of the 
continent will increasingly become its partners. 


With regard to the question of territornal clans, i 15 not 
so much official statements which are significant here as 
the shaping and mammtamuing of such a political atmo- 
sphere inside and outside the country m which the 
problem itself may, im fact, turn out to be wrrelevant. As 
it appears. this problem may become topical only if three 
factors semultancously prevail a serrous cconom« reces- 
On, an aggravation of the situation involving imm- 
grants, and a hostile foreign-policy encirclement. The 
first factor 1s unlikely to become topical im the foresee- 
able future. The second, on the contrary, 1s possible but 
can be regulated (although this seems to be a quite 
difficult task). The third may be avoided in principle, if 
the international community as a whole and, primarily 
those countnes which are directly concerned, will be able 
to refrain from an cxaggerated reaction to the emergence 
of a unified Germany. and the latter will not give reasons 
for this 


Is the European Community a Prototype for a Future 
Regional System” 


The Western European integrational association—the 
EC —will play an increasingly greater role in the regronal 
international political system There are more than ade- 
quate grounds to assume that it will increasingly trans- 
form into a core, a nucieus of this system 


First, in connection with a concentration, within the 
framework of the EC, of the most significant pari of 
European economic potential A realization of the pro- 
gram for establishing a single internal market will give a 
further impetus to the imtegrational processes which are 








economic stability and predictability of political 
behavior. lt has become an effective mechanism for 


over and gradually brought to nuught (as was the case of 
the antagonism between France and Germany) The 
interest which the community has started taking in the 
East enables one to count on its constructive participa- 
ton iM Organizing Cooperation within the framework of 
the entire continent. 


it 1s extremely significant that the EC has turned out to 
be precisely that organizational and institutional form 
which seems to be best suited to resolving the tasks of a 
gradual transition from traditional methods of interac- 
thon between states to new structures having a transna- 
tional dimension. It 1s possible that, for the formation of 
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a common regronal sysiem, « well only Oe necessary to 
repeat that path whech has already been covered by the 
partcepants im the EC~-although on a woder spatial 
sale. The EC ssclf mught, i thes case, be regarded as a 
nuciews for a future reponal system and as 3 most 


developed part 


Al the same time. 1 1s necessary to take mmto account the 
gradual character of the changes which are being accom- 
plished through mmicgrational development. Exapenence 
whch the EC has accumulated « a result of several 
decades of searching. which has been far from wmpic 
and sometimes painful, for a mutually acceptable bal- 
ance of unterests of its participants A posssbelity that thes 
eapernence will be readily disseminated among a much 
broader range of countnes appears to be quite protiem- 
atec. Thes os all the more so because today, m terms of 
economic development and some important parameters 
of the organization of political life, the differences 
between these countnes are much more significant than 
they used to be between the mmetial partecepants mn the EC 
three of four decades ago 


The Fate of Military-Political Alliances 


The future of mulitary-politscal ahances m Furope 
becoming a subyect of increasingly animated discussions 
In princeple, no serious objections are ransed agaist 
overcoming the bloc structure some day The question rs 
what role the alliances may play in the fores cable fucure. 
in the conditions of a transitional penod 


In all probability, multary-political allances (both en 
masse and cach one separately) are capable of playing a 
constructive role om guarantecing more stable conditrons 
for the process of the changes which are under way on the 
contenent. In partecular, they might act as mechanisms for 
organizing an effective dialogue on the most important 
questions of guaranteeing securnty and arms reduction By 
createng jornt bodies (for example, for verifying arms 
control agreements), the exrsteng mulitary-political all- 
ances might make their contribution to the formation or 
cooperative security structures on an all-European scale 


However, we are compelled to refrain from the idythec 
concepts of a harmonous (and equitable) participation 
of the two muilitary- political allances om creatong a new 
regional system. Such participation ms mmposuble for 
reasons of uncqual capabilities of these alliances Today. 
fundamental differences exist between the situation in 
NATO and the situation in the Warsaw Pact 


Political development in Eastern Europe makes the 
future of the Warsaw Pact more than problematic 
Perhaps, 1 might yet be useful as an institutional struc- 
ture for political interrelations among its present partic. 
pants, a structure making « posible to reduce the 
degree of uncertainty in conditions of possible instability 
in Eastern Europe. However, to enable thes to happen, a 
genuine democratization of the Warsaw Pact 1s neces- 
sary as well as its transformation into an alhance which 











using 
stages of conflict and of the concept of “flexrble response” 
Ee ae tatien tocend ten Armed Forces 
_ and an onentation toward useng them. first and 
foremost, as a mobile strategic reserve). b) ac mtaiment of 


tion of polstical (and generally nonmulitary) cooperation 


membership in thes organization but also in the event of 
some of the present Warsaw Pact member countries 


possibly applying for membership to NATO 


In a certain way, the Westers European Union (WEL), 
the only organization in Western Europe authorized to 
deal with questions of military enforcement of security 
im which the United State not represented, « an 
alternative institutional structure In spite of its declara- 
tions to the effect that its cooperation with NATO is a 
matter of priority, mm some cases, the WEL has distanced 
itself from orthodos Atlanticism and u cannot be ruled 
out that in the future « will also aspire to a fuller 
expression of the interests of guaranteeing security fo. 
Western European countries. In the conditions of a 
—, weakening of NATO's military functions and 

of the American involvement in the cause of 
7 defense.” vt precisely the WEL) which 6 
capable of becoming that organizational structure 


through ehh military microction proper betecen 
meraber states may be activated. Such an activation well 
probably give mec to apprchenwon on the part of the 
USSR, but thes apprehension may, m turn, be newtral- 
ized if Moscow jouns on the corresponding comsultations 


Desarmament Is Becoming a Reality 


The advancement along the path of arms reduction and 
disarmament 1s a necessary condition for the formation 
of a nonconirontational sysiem of interstate relations in 
Europe. The assessments of melitzry threat whoch have 
changed both in the West and East are creating favorable 
preconditions for this. The conclusion of a treaty on 
catensive reductions of armed forces and conventional 
weapons, the elaboration of a new generation of confi- 
dcnce-buriding measures 1) the military sphere. and the 
carrying out of negotiations on the reduction of tactical 
nuclear weapons in Ewrope—these are the urgert steps 
which need to be taken m thes field m order to stop 
lagging behind the political changes whi. h have begun to 
be felt on the continent 


These changes are creating favorable preconditions for 
the reduction of the role of amulitary power m guaran- 
teeing security and, m this sense. for even more pro- 
found reductions. They may be possible as carly as the 
next few years and may be accomplished both unslater- 
ally and as a result of further negotiations. OF major 
significance im this respect will be the withdrawal of 
Soviet troops from Eastern Europe. a withdrawal which 
will actually take the question of military threat to 
Western European countnes completely off the agenda 
Al the same tome, 1 may be capected thal quite percep- 
tible mmternal political pressure on the governments may 
emerge both in Western Europe and in the United States 
to sharmly reduce or climinate altogether American mil- 
itary presence on the continent. A marked decrease of 
the scale of military preparations seems to be a quite real 
prospect for all European countries 


It does not seem unattainable that in the future (although 
not on thes century), all-Evrop.an forces may be created 
for maimtaiming peace. forces carmarked for operations 
preventing or settling conflicts and which would replace 
(at first partially aad then, perhaps, im full) the regular 
armed forces of the countnes of Europe However 
develogy. ment in this direction demands, first and fore- 
most. that the processes of all-European economu and 
political integration be activated—although i may be 
conducted in such a way as to owtstrra these processes to 
some extent 


In the foreseeable future, however the main problems wll 
apparently concern not so much a fundamental or strategy 
chowe as a pure precticality—etech, m ieelf, dors not m 
any way mean that these problems will be resolved automat. 
ally. Tews, for example, the reduction of conventional 
arms and gencral-purpcse forces requires that the partic. 
pants approaches to the cnormouws number of technical 
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the sake cf acheewing certian polstical 

. the Soweet Union has lately been 
thes, and susprcions have been vorced to the 
tt decoded to slow down the Vienna talks mm 
pressure on the West regarding the Crerman 
nh principle, the USSR has. of course, a poss- 
to drag out the negotiateng process. but rf 1 does so 
only undermine the confidence m its European 
Al the same time, of «6 precisely im the ephere of 
the recuction of conventional arms and armed forces 
that it has huge reserves which can be used for creating a 
more favorable atmosphere im the relations with is 
European partners 


Apparently, further changes im the spuere of nuciear 
weapons will soon take place on tl ¢ European continent 
The prospect of a sharp reduction of the quantity of 
ground-launched tactical mrssiles om the nuctear mmven- 
tory [osne«nchenrye] and also of an climination of the 
entire nuclear artillery has become quite real. However 
the chances that nuclear weapons will be totally 
m Europe are not high—this 1s rmpossib) 
within a strictly regional framework and, as many 
bebeve, 1s undesirable by virtue of the need to keep the 
“last argement™ im case some unforseen circumstances 
arise. At the same time, «t may be assumed that after 
considerable reductions of Soviet and American stra- 
tegic offensive weapons have been accomplished pre- 
conditions will emerge for the beginning of a dialoguc 
(with the partecepation of France and Great Britamn) on 
the problem of minimum deterrence 
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F vpanding Multilateral ( cooperation 


The establishment of an international political system in 
Europe also involves the development of those institu- 
tons and which will guarantee an interaction 
between all states of the regron or ber ween a considerable 
part of them 


The Helsnk: process—the CSCE—is what rs promarnly 
meant here. The effectiveness and significance of this 
mechanism may be enhanced along several lines—first and 
foremost. through spreading its authority into new spheres 
of interrelations between the countnes and peoples of the 
continent and also through its institutionalization and 
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Sructuralzauwn. It may be capected that the actively 
withen the framework of the CSCE well acquire a more 
harmomous and orderly character, decrmons will be 
adopted on createng a permanently functioning organiza. 
tonal mechanism (for crampie in the form of a secretar- 
sat), formeng special multslateral organs which wall clabo- 
rate and wmpliement those cooperative projects thal are 
all-Evropean wm character (committees, commerssons. or 
centers with an extensive nctwork of grovps of experts), 
holding. on a regular bases. mectengs af the level of 
ministers and representatives cf paraments, and so forth 


Perhaps. in the course of tome, the Helsinki proces: will 
acquire some features of a “ciasscal™ cystem of collec- 
tive security, as rt 1s tradstronally understood (sorncthing 
for which the League of Nations was once created) 
However, the functioning of CSCE m precisely thn 
capacity would apparently. only be moderately effective 
(at least om the foreseeable future) because of the rule of 
consensus and a quite broad circle of particypant states 
In all probatuiity, the mechannm of the CSCE wall be 
armed not so much at settling conflicts between states a> 
at mtensifying thew imteraction and micracnendence 
and gradually claborating normative principtes. rules of 
behavior, and so forth which would be common fv all its 
participants 


The Council of Europe may also be actively used tor 
accomplishing an interaction between states within the 
framework of the entire region. the Eastern European 
countries will become its members om the forerecabic 
future and. in all probability. the Soviet Umon will soon 
follow suit. This strecture, which embraces a whole 
compiles of successfully functioning mmstitutions. 1s better 
organized and more productive than the CSCE. and this 
makes them somewhat in Opposition to one another and 
could be used as an argument agaimsi crxcessivel 
“bureaucratizing™ the Helsink: process. A further signif. 
cant distinction Ives on the fact that new members of the 
Council of Europe will have to integrate into the already 
cxrsting system of mutual agreements, obligations. and 
s© forth, whereas within the framework of the CSC T 

these are claborated by all its partecepanis on cqual 
grounds. Finally, American participation on the C ownci! 
of Europe 6 not envimoned (unlike m the CSCE) which 
makes this organization “more European,” although thrs 
may result wm an undesirable alienation of the nied 


States from political development in the region 


In pronciple, these two mechanimms may mtecract and 
mutually complement one another in the development of 
general regional cooperation, formation of the “Euro- 
pean legal space.” “European humanitanan space,” and 
s© forth. Nor can ut be ruled out that paralic! indepen 
dent structures might emerge which will have a more 
resirected and purposeful destination (for example. for 
dealing with ecological questions). Increasingly broad 
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functions could gradually be given to the institutions 
being created—to the extent of transforming them into 
supranational organs. 


Along with the deveicpment of cooperation within the 
all- European framework, its activation at a subregional 
level is also possible. Se far, the configuration and 
intensity of subregional interaction is not very clearly 
defined; this may concern Baltic countries (with the 
pariscipation of the three Baltic republics), three Central 
European countries of the Danube Basin (Austria, Hun- 
gary, and Czechoslovakia), a wider “zone of coopera- 
tion” between Baltic and Adriatic countries (with the 
possible involvement of Poland, Italy, and Yugoslavia), 
and Balkan states (Bulgaria, Yugoslavia, Greece, 
Romania, Turkey, and Albania). 


In connectio:: with the development of subregional 
Structures, are there any grounds for fearing mutual 
rivalry between them, rivalry which is capable of 
bringing back memories of the Bismarckian “nightmare 
of coalitions”? In my opinion, this type of association 
with the past would be too straightforward. Of course. 
the very fact of the emergence of subregional structures 
may, to some extent, be regarded as a response by their 
member states to those changes in the international 
environment which may be potentially threatening for 
them (for example, on the part of that very Germany 
which 1s gathering strength). However, this is primarily 
not so much a matter of confrontation with regard to 
anyone, as one of mobilizing internal resources for 
ensuring cooperation between the participants. In this 
sense, the activation of ties at a subregional level may 
play a stabilizing role. 


A new stage is Opening up in the international political 
history of Europe. The continent is ceasing to be either a 
field for ideological confrontation, which has iemained the 
core of interstate relations over severai decades, or an object 
for geopolitical rivalry between the superpowers. As a result, 
the possibility of a military conflict breaking out on the 
continent is becoming sharply reduced, and a general nor- 
malization of international relations is taking place. 


At the same time, three fundamentally new elements are 
emerging within the international political configuration 
taking shape on the continent. The crisis situation in the 
Soviet Upion is creating serious problems for its full- 
fledged participation in the regional system; resolving 
these problems is not so much a foreign-policy as 
domestic task for the Soviet Union. Eastern Europe is 
accomplishing a large-scale reorientation and, at the 
same time, is becoming a zone of potential instability. 
The unified Germany is joining the ranks of the region's 
most influential dramatis personae and this, during a 
transitional period, is capable of giving rise to a certain 
amount of apprehension on the part of other participants 
in international life without, however, ruling out the 
possibility that, in the long run, this state will play an 
important stabilizing role. 


Diverse mechanisms for multilateral! interstate immterac- 
tion will function in Europe—coexisting, changing. 
cooperating. and, in some ways, competing with one 
another. The most viable of them are the EC, NATO. the 
Council of Europe, and the CSCE. These structures form 
an institutional framework of the regsonal international 
political system and will serve as an additional means for 
guaranteeing its stability 
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[Article by Lev Petrovich Delyusin, doctor of historical 
sciences and head scientific associate of the Institute of 
the World Socialist System, USSR Academy of Sciences] 


{Text} After the events in Tiananmen Square (in June 
1989), when the student movement for the democratiza- 
tion of the sociopolitical system and for a more intense 
Struggle against bureaucratism and corruption was 
crushed, many Sinologists decided that the reform in 
China had failed and that the conservative forces respon- 
sible for stopping China's progression toward democra- 
tization and economic perestroyka had won. They were 
convinced that China had left the road of reform and had 
begun moving in the opposite direction from the Soviet 
Union and the countries of Eastern Europe 


Statements about the departure from the path of reform 
can also be heard in China itself. This 1s attested to by 
the press’ description of the views on the departure from 
the earlier line of reform and the open-door policy as 
mistaken ideas. The new Chinese leadership has con- 
stantly asserted that it will continue pursuing the policy 
of reform in the economic sphere and promoting the 
intensification of the reforms and that a return to earlier 
methods of economic management 1s out of the ques- 
tion. Nevertheless, there are people in China who are 
suspicious of the official assurances and who interpret 
the actions to restore order and to improve economic 
conditions as a return to authoritarian methods of eco- 
nomic administration. 


What is the basis for these opinions and judgments’ Why 
was the excitement over the success of the reforms tn 
China replaced so abruptly by disappointment with their 
results and pessimistic views of the prospects for the 
country’s future development” 


If we examine actual economic policy, we can see that 
today it 1s distinguished by broader centralized planning. 
the renunciation of wage reform, the institution of strict 
price controls, and the closer supervision of individual 
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labor and private enterprise. Administrative methods 
are predominant in national economic management. 


Although the new CCP leadership declared war on 
corruption, it has effectively stopped the process of 
democratization even if it still has not actually given up 
the reform of the political-administrative system. 


A Campaign against so-called bourgeois liberalism has 
been launched in the ideological sphere. Many of the 
theoretical premises substantiating the need for eco- 
nomic and political reforms are being denounced in the 
press. Furthermore, several articles have questioned the 
need for reform and have derided those who “put their 
faith in the omnipotence of reforms.” 


The “bourgeois liberals” are being accused of allegedly 
advocating the restoration of capitalism by demanding 
the complete freedom of market relations, the restora- 
tion of private ownership, and the institution of a 
parliamentary structure. All of these accusations are 
based on isolated quotations from unknown and unpub- 
lished materials, which makes it impossible to judge the 
actual views of those who are being condemned in the 
Chinese press today. In any case, the “bourgeois liberal” 
views which are being criticized in the Chinese press 
seem extremely cautious and moderate in comparison 
with the opinions that are published in Soviet magazines 
and newspapers and in the press of East European 
countries. 


It 1S a significant point that when propaganda tries to 
scare the public with the threat of the restoration of 
capitalism, a large part of the population is not afraid. 
After 40 years of development along the “socialist” road, 
the Chinese had an opportunity to find out about the 
material standard of living of the laboring public in 
capitalist countries and about the level of democratiza- 
tion in sociopolitical life there and realized how far they 
had fallen behind other countries in the economic and 
political sense. The example of Taiwan, where the 
economy developed on the basis of different principles 
from those of the mainland, has had a particularly strong 
impact on the hearts and minds of the Chinese. The 
press has condemned the remarks by the Chinese 
workers who have asserted that they would prefer to be 
exploited by capitalists as long as they could live the way 
the workers live ir Taiwan, Japan, and the United States. 
The Chinese press calls these observations mistaken 
ideas and assures readers that the high standard of living 
in the capitalist countries is no proof whatsoever of the 
advantages of the capitalist order.' 


Official propaganda is making every effort to revive the 
cult of Mao Zedong. The soldier Lei Feng, a symbol of the 
unquestioning fulfillment of the “great helmsman’s™ 
orders, the example of asceticism and self- sacrifice whose 
name disappeared for a while, is once again being held up 
as a model for widespread emulation, and the young 
people of the country are being advised to follow his 
example. The spirit and style of Yenan, connected with 
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appeals for the strictest economy and for perseverance in 
the face of deprivation and difficulty, are being glorified. 


The attitude toward Da Qing, the oilfields which were held 
up as a model of industrial development according to Mao 
Zedong’s recipes in the 1960s and 1970s, is being revised. 


Former General Secretary Zhao Ziyang of the CCP 
Central Committee is being accused of pandering to 
“bourgeois liberal” ideas and of violating the “four 
fundamental principles” (socialism, dictatorship by the 
proletariat, Marxism-Leninism and the Thought of Mao 
Zedong, and the leading role of the CCP). 


As far as these accusations are concerned, they distort 
the views of Zhao Ziyang, to put it mildly. A reading of 
his report <o the 13th CCP Congress reveals that he 
underscored the need for the constant observance of 
these “four principles.” As for the principles themselves, 
they have been invested with different socioeconomic 
and political meanings at different times. During the 
Cultural Revolution, for example, many CCP leaders, 
including Deng Xiaoping, were defamed in defense of 
these principles. 


The Cultural Revolution demonstrated how easily the 
banner of revolutionary socialism and communism 
could be used to launch a struggle for the reinforcement 
of feudal-fascist practices, the suppression of democracy, 
and the authorization of the unlawful, arbitrary, and 
brutal treatment of the individual and the society. It 1s 
no comcidence that the main arguments in the years 
following Mao Zedong’s death concerned the proper 
target of ideological and political struggle: bourgeois 
liberalism or feudal ideas? Conservative officials have 
stressed the importance and value of the struggle against 
bourgeois ideology, while radicals have advocated 
Struggle against feudal views and institutions. Both 
grcups support socialism: Those who did the shooting in 
Tiananmen Square and those who were being shot at. 
Therefore, the issue is not the principles themselves, 
which were defended by Zhao Ziyang and by his oppo- 
nents, but ihe specific meaning with which these slogans 
are endowed. 


In generai, the Chinese political culture is distinguished 
by the use of the same slogans following changes in 
actual policy. This creates the semblance of continuity, 
although policy can undergo fundamental changes. The 
same slogans are given different socioeconomic conno- 
tations. Th’s is true of the ideas of the “four fundamental 
principles,” the sirit of Lei Feng. the “hundred flow- 
ers,” etc. It wordd seem that party and economic fper- 
sonnel might become disoriented. but it has become a 
tradition to decide what the leadership wants the 
familiar slogans to mean by holding exclusive meetings 
and issuing secret decisions and instructions so that local 
personne! will stay on the right track. 
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Many of the theoretical views expressed in Zhao Ziy- 
ang’s report to the 13th CCP Congress have been con- 
cealed, distorted, or criticized. The appointment of Jiang 
Zemin to the office of general secretary of the CCP 
Central Committee is now used as the initial point of 
reference, and people rarely dare to make references to 
the decisions of the 1 3th congress. The change of lead- 
ership is associated with the commencement of the 
policy of regulation and strict administrative control 
over economic affairs, which, according to official state- 
ments, does not mean the renunciation of the policy of 
reform but, rather, the intensification of reforms. 


If the final goal of reform is seen as the complete 
replacement of administrative-bureaucratic methods 
with economic and market levers, a variety of forms of 
ownership, and the democratization of the political 
system, it is clear that there has been a definite departure 
from this goal. We must remember, however, that when 
the CCP leaders announced their intention to develop 
commercial relations and create a market mechanism, 
they always said that they would strive to use planning 
and market principles and that the combination of these 
should stimulate heightened production activity and 
secure the rapid development of the national economy. 
From the very beginning, the debates focused on the 
most efficient relationship between the plan and the 
market. The question has never been answered. 


When people describe the present state of the Chinese 
economy, they often call it a mixed economy, meaning 
that it operates on the basis of a combination (or 
synthesis) of planning and market mechanisms. In 
reality, however, we must admit that the combination of 
the plan and the market as factors regulating the process 
of economic development exists only in theory. It is still 
too early to speak of a combination or synthesis. Steps 
are being taken in this direction, but no effective 
methods of controlling the economy with planning and 
market levers have been found yet. Furthermore, there is 
no definite answer to the question of their efficient 
correlation. The actual economic policy has not acquired 
any constant or stable features yet, and at this time 
directive planning, originating in the capital or in pro- 
vincial centers, still determines the guidelines and speed 
of the development of the main branches of the national 
economy. The plan and the market have not begun 
interacting on an equal basis yet, and the mechanism of 
this interaction has not been discovered yet. The old 
(totally planned) and new (market-based) systems are 
not combined and do not interact. They do coexist, but 
they interfere with each other instead of supplementing 
one another. The old form of economic administration 
still prevails and will not give the market mechanism a 
chance to compl ‘ely determine the economic situation 
in the country. Although the bureaucracy acknowledged 
the need to combine the plan with a market, it is actually 
trying to smother the market in the cradle or confine 
market relations to such a narrow framework that 1 
would minimize their effect on economic activity 
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Although we have to admit that the Chinese leadership 
definitely deviated from its earlier domestic policy after 
the events in Tiananmen Square and that conservative 
tendencies temporarily gained the upper hand in the 
Chinese leadership, we are nevertheless not inclined to 
agree with the pessimistic views of the prospects for 
China's socioeconomic and political development. The 
reforms in this country represent a lengthy and complex 
process, during which there will be bold advances, 
regression, and periods distinguished by no movement at 
all, neither forward nor backward. 


The 10 years of reform in China led to great changes in 
the life of the Chinese people. During the years following 
the 3d CCP Central Committee Plenum (December 
1978), a great deal of theoretical and practical work was 
performed in China to renovate the economic and polit- 
ical systems, and these accomplishments will not be easy 
to nullify. 


New ideas about the socioeconomic content of socialism 
and the means of its achievement came into being. Deng 
Xiaoping’s theory of socialism with Chinese attributes 
and the theory adopted at the | 3th CCP Congress on the 
initial phase of socialism signified a departure from the 
Stalinist-Maoist model. Such concepts as commercial 
relations, the pluralism of forms of ownership, competi- 
tion, and risk—i.¢c., everything that was considered to be 
characteristic of only the capitalist society in Mao's day 
and which had to be avoided at any cost in the socialist 
society—won general approval in China. 


The wage-leveling principle and the ultra-leftist “commen 
pot” theory Mao Zedong had preached were criticized. 
There was an acknowledgement that the wage-leveling 
principle had restricted and impeded the development of 
productive forces in the country because it had lessened 
the laboring masses’ enthusiasm for work and had kept the 
people from displaying their creative poteutial. Although 
the principle was criticized on the level of theory and in 
political documents, however, it essentially continued to 
be practiced. Furthermore, when we speak of the wage- 
leveling principle, we must remember that this principle 
was and is practiced on specific levels of the hierarchy. 
Wage-leveling was practiced within the coafines of a 
specific social group or occupational rank. Personnel in a 
particular category received equal compensation, but a rise 
in rank was accompanied by a commensurate increase in 
material benefits. 


By supporting this form of hierarchical wage-leveling. 
the bureaucracy encouraged opportunism and cultivated 
professional zeal among party and state functionaries, 
which was compounded by the desire to retain their 
current status and thereby retain the nght to a large prece 
of the bureaucratic pie. 


As a result of reforms in rural China, the people's 
communes were dissolved and the contract system was 
instituted. Great changes were also seen in cities, where 
industrial and trade enterprises began experimenting 
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with leases, contracts, and joint-stock companies. The 
sphere of centralized planning was reduced, the nghts of 
provinces were expanded, and the autonomy of many 
enterprises was augmented. All of this produced good 
results and stimulated the enhancement of economic 
effectiveness and the growth of production in agriculture 
and in industry. 


In the opimon of Chinese economists, the intensification 
of the reforms, a search for new methods of economic 
management, and the expansion of market relations 
were warranted, but the old system continued to have the 
decisive effect on the course of events and to limit the 
sphere affected by the reforms. 


Serious difficulties arose in the Chinese economy in the 
middie of the 1980s, and these affected the consumer 
market. A slump in agriculture, low effectiveness in 
industry, the growth of unemployment, the abrupt nse in 
prices, the disparities im the development of various 
branches of the national economy, corruption. and _pecu- 
lation—all of these negative developments gave rise to 
widespread public dissatisfaction and served as the objyec- 
tive basis for the student nots of spring 1989. It must be 
said that difficulties of this xind had also arisen earlier, but 
by the end of the 1980s they were particularly widespread 


When the reasons for these difficulties were debated, some 
researchers and politicians said that the reforms had been 
carned out too quickly, while others said the difficulties 
had arisen because the reforms had been carried out too 
slowly and inconsistently. The arguments are still going on 
today. There was agreement on the need to supplement the 
economic reforms with a radical perestroyka of the polit- 
ical system, because the existing system no loager corre- 
sponded to the new forms of economic relation: aod would 
impede the further progress of the reforms. The \ssue of 
political reform, which began to be discussed after Deng 
Xiaoping’s speech in 1980 and then ceased to be discussed 
atter the student nots of 1985-1986, was the topic of 
heated debates. 


The new Chinese leadership which was formed after 
Zhao Ziyang was replaced has announced its commit- 
ment to the cause of reform and stressed the need for the 
intensification of the reforms. Al the same time, it has 
made certain adjustments in economic policy for the 
purpose of improving the state of the economy. It has 
instituted sincter price controls, has taken sicps to 
regulate the activities of the private and collective sec- 
tors of the economy, and has radically reduced invest- 
ments in capital construction, which, according to the 
press, has already led to lower prices and more siabie 
conditions in the consumer market 


When Chinese economists analyze the factors impeding 
the stable and consistent development of the economy. 
they list the excessively high rates of industrial growth and 
the inefficient economic structure, which 1s what disrupts 
the balance between industry and agriculture. Steps were 
taken in tae beginning of the 1980s to balance the rates of 
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development in heavy industry, light industry, and agn- 
culture, resulting in a state of relative equilibrium in these 
sectors of the economy. A correlation of around 2.8:! 
between rates of industrial development and rates of 
agncultural development was called normal and necessary 
This policy, however, was violated soon aficrward. The 
correlation rose to 4:1 in 1985-1987 and soared to 6.7:1 mm 
1988.° This violation of the balance is one of the main 
causes of the economic difficulties and the strain on energy 
and raw material supplies 


The underdevelopment of agricultural production natu- 
rally affected the state of affairs in industry and in the 
economy as a whole. The reduction of capital invest- 
ments in agriculture led to a situation in which the yields 
of grain and cotton did not increase for 4 years. They 
Stayed at the 1984 level, and this caused cities as well as 
rural communities to suffer 


At thes tome the leaders of China have decided that the 
axiom “agriculture 1s the foundation of the national 
economy” needs material reinforcement and that money 
should be invested in farming. They have acknowledged 
that the stable growth of agriculture will necessitaic 
alleviating the oppressive burden on rural communitics. 
offering maternal and technical assistance to the peas- 
antry. and providing peasants with stronger incentives to 
produce more grain, cotton. and commercial crops. The 
modernization of agriculture should cease to be a slogan 
and become a reality. This os the opimon of many 
Chinese agricultural experts. This will necessitate the 
tangibic, and not simply verbal, support of agriculture 


There are some cconomisis who are waging a struggic 
against “bourgeors liberalism” on the level of theory and 
are blaming the difficulties of recent years on weaker 
centralized planning. The granting of more sweeping 
powers to regions and autonomy to enterprises, the 
contraction of the sphere of directive planning and the 
expansion of the sphere of guiding (or recommending) 
plans, and the augmentation of the market mechs arsn,'s 
role have led. in their opinion, to more serous dispari- 
ties in the national economy. sising prices, and other 
economic difficulties. They feel that this situation can be 
rectified by reinforcing the planning mechanism and 
reducing the role of the market, the importance of which. 
in their opimon, was unjustifiably exaggerated It 1 
precisely with the augmentation vf the role of directive 
planning that they associate their own hopes for stable 
economic conditions im the country, stressing the need 
for screntifically sound plans and stricter control over 
their fulfiliment 


There are also some coonomusts who will not speak 
directly in defense of market relations but do advocate a 
combination of planning and market regulation 
assigning the main role to the plan 
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The planned system, according to some researchers. 1s 
characteristic of socialism. China, however, is un the initial 
Stage of progression toward socialism, and therefore the 
Objective conditions for direct and total planning do not 
exist yet. Public ownership, constituting the basis of the 
national cconomy, creates ithe possibility of planning. 
which should maintain a balance between various 
branches of the natsonal economy in general and guar2nice 
the efficient use of manpower, material resources, and 
energy so that anarchy and chaos can be avoided. 


Planning can secure the observance of the rules of 
proportion in the development of the national economy. 
the maintenance of stable growth, the use of limited 
capital to develop the most important branches of the 
economy, and the consideration and coordination of 
different :aicrests in the organization of production and 
distribution, ‘out this planning must not be too central- 
ized or too inflexible. In view of the fact that production 
18 Commercial, there must also be a market, which can 
play a multifaceted positive role. 


Supply and demand in the market asd in determining the 
value of products and the need for them. but the market 
is blind and reacts after the fact, and this leads to 
fluctuations in prices and creates disparities. This 1s why 
the plan and market must be combined. When directive 
planning has a broader sphere of influence. the role of 
the market grows extremely weak. It grows stronger with 
the guidance form of planning and becomes the decisive 
factor when centralized planning 1s eliminated 


If the market is to perform all of the functions of a 
regulator of the economy, it must be free and developed. 
but this 1s not the case in China today. The mmportant 
thing now 1s to promote the development of the market. 
and not to restrict it. In the past China suffered from 
underdeveloped market relations. The Chinese economy 
noi only needs a free market, but also a relatively stable 
market—..c.. the kind of market in which a balance is 
maintained between supply and demand ' 


Some Chinese researchers do not agree with the popular 
opimon that demand should cxceed supply im the 
socialist society and that this 1s one of the advantages of 
socialism. They feel that supply should exceed demand 


In a discussion of the present state of the Chinese 
economy, the journal QIUSHI remarked that the 
economy, in the first place, 1s still not a market economy 
but a planned-commercial entity. It 1s a well-known fact 
that not every commercial cconomy is necessarily a 
market economy. The sociaisst commercial cconomy 1s 
noi all-encompassing. A market economy 1s not the same 
thing as market regulation, because a commercial 
economy can be regulated by the market without 
becoming a market cconomy. In the second place, the 
market and the plan should play different regulating 
voles. These two factors can be combined im different 
ways in application to individual and private economic 
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endeavors and ccomomac operations using foreign cap- 
ital. State enterprises are mainly regulated by the plan: 
collective enterprises are regulated by both. The produc- 
ton of goods not included im the state plan is regulated 
by the market, and partially also by the plan. The rules of 
the separation of the spheres of influence of directive 
planning. guidance planning. and market regulation still 
need to be studied, and the connections between them 
have to be defined. The measures needed for the insti- 
tution of the recommending form of planning will also 
have to be investigated. (At this time, one-third of all 
capital investments are regulated by directive plans.) 


When Premier Li Peng of the Stete Council addressed 
tae All-China Conference on the Economic Reform, he 
stressed the need to combine the plan with the market 
and said that total planning and a high concentration of 
administration would suffocate the cconomy. On the 
other hand, a pure market cconomy could create cco- 
nom chaos and social instability, which would not be in 
China's national interest. He remarked that an efficient 
combination of planning and marke regulators sustable 
for China would be catremely difficult to find and that 
the search was already under way. The main thing was to 
secure the stable development of productive forces, 
precluding any abrupt movement downward or upward 


The matter ss stell berg debated, and the debates are 
now being influenced by the constant attacks on “bour- 
geors liberals.” who were allegedly trying to revive cap- 
italism in China when they were publicizing the merits of 
the market economy. This 1s why some researchers are 
trying to avond using the term “market relations” and are 
saying that economuc levers have certam advantages 
over administrative planning. They feel that strcter 
administrative control of economic processes, which 1s 
justified in times of trouble, can solve only the problems 
lying on the surface and cannot help in resolving the 
fundamental difficultres and obstacles impeding cco- 
nomi growth. The supporters of this point of view stress 
that the development of commercial relations and the 
observance of the law of value will produce a stronger 
economic impact than directive planning. 


The campaign against “bourgeows liberalism” has 
included attacks on the market mechanism and also on 
private property and praise for the advantages of the 
planned system and state (or so-calied nationwide) own- 
ership. The Chinese press insists that the market and the 
privatization of property will be a departure from the 
principles of socialism, will enrich some while impover- 
ishing others, and will eventually restore capitalism The 
defenders of the old practices, however, have said almost 
nothing about cconomic effectiveness and about the 
quickest methods—total control or freedom—of devel- 
oping productive forces, using the achievements of the 
screntific-techmical revolution, and quickly raring the 
standard of living 


The Chinese press has never stated directly whether 
would be preferable to uphold the authority of sdeology 
and not compromise principics or to assign priority to 








the kind of social and Zoutical conditions that would 
guarantee economic growth and a rise in the standard of 
living, even at the cost of violations of ideological tenets. 
Should the Chinese keep the faith and stay poor, as Mao 
and other ideologists of the Cultural Revolution 
demanded, or should they depart from old canons and 
“deviate from the only correct road” by turning onto the 
road to the kind of life the human being deserves” 


This question has never been answered, and it is the 
subject of arguments which cannot be condecicd openly 
today. Reports of events occurring in ine Soviet Union, 
the GDR, Poland, Hungary, and Czechoslovakia do 
reach the Chinese society, however, and prozressive 
forces in this society are watching the changes in those 
counties with hope. The present Chinese leaders are 
seriously disturbed by these changes. They have spread 
the rumor that the “peaceful evolution” in the socialist 
countnes is a slide toward capitalism. These processes 
are allegedly the result of sinister imperialist plots, and 
not a consequenc: of the internal development of the 
countries. Few pecple in China today, however, believe 


in impenalist plots. 


It 1s indicative that the top-level leadership allows the 
attacks on those who support the market and the expan- 
sion of the private and individual sectors, but has also 
stated the need to authorize and develop these sectors as 
supplements to state forms of production. 


During the arguments over private and state (or public) 
property, the idee that “public ownership hinders the 
development of p: .ductive forces and lessens the enthu- 
siasm of workers and peasants to work” is being criti- 
cized. The defenders of state ownership argue that only 
state ownership allows workers to be the masters of the 
means of production and secures the distribution of 
products according to labor. Although they admit the 
possibility of the existence of »rivate and collective 
ownership, they feel that these :orms should function 
within confines set by public—or, in essence, state— 
property. The principle of wage- leveling and the “big 
pot,” in their words, do not stem from public ownership, 
but are the product of ultra-leftist distortions of 
socialism. This 1s how they answer the people who assert 
that bureaucratism 1s organically engendered by st-te 
ownership'’s absolute dominion. 


The theorizing about the pernicious role of market 
relations and private ownership and the criticism of 
“bourgeois liberalism” in general have produced nega- 
tive results. The Chinese peasants have begun to worry 
that this might indicate plans to eliminate the contract 
system and return to the communes 


The people engaged in individual labor and private 
enterprise are also wondering about their future. The 
Chinese press published several articles in an attempt to 
calm the public and to prove that the leadership had not 
given up the program of reform, that a return to carlier 
practices would be impossible, and that all of these 
actions were being taken merely to restore order 
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The CCP leaders have recently stated that political 
reform will be conducted, but slowly and cautiously, so 
that there will be no confusion or chaos. They have 
stressed, however, that the Chinese people, by virtue of 
distinctive national traits, are not ready for democratic 
forms of sociopolitical organization. 


In an article in QUUSHI, for example, Zheng Hansheng 
and Feng Zhibin, scientific associates from the People’s 
University of China, reminded the readers that the 
Cultural Revolution proved tha! “grand-scale democ- 
racy,” which recognizes neither heaven nor the law, can 
only undermine the development of socialist democracy 
and violate the democratic nghts of the people. In their 
words, the following objectives were attained during the 
10 years following the 34 CCP Central Committee 
Plenum: The functions of party and government admin- 
istrative bodies were separated. power was delegated to 
administrative bodies on the lowest level, public over- 
sight of their activities was instituted; a system of con- 
sultation and dialogue was established, an election 
reform was carried out (regularly scheduled elections; the 
cancellation of lifetime appointments). a system of direct 
elections on the district level, and even with alternative 
candidates, was introduced 


In 1988 the election law was amended to grant all party 
and public organizations the mght to norninate candidates 
for deputy. This can also be done by groups of citizens (at 
least 10 people). The choice of candidates heightened the 
responsibility of deputies to the lower levels. 


The authors of the article do not agree with the opinion 
that the political reform is taking too long. They feel that 
excessive haste could create instability in the society, and 
the maintenance of order and stability is the main 
guarantee of the success of reforms. A handful of con- 
spirators could use the political reforms to overthrow the 
socialist order, this 1s attested to, in their words, by the 
student mots. The disease of democratic extremism can 
lead to anarchy and disrupt the economy. It will take a 
great deal of time and effort to teach the people the 
meaning of freedom and autonomy and simultancously 
encourage them to respect and observe the law 


Both bourgeois democracy and socialist democracy were 
brought to China from outside the country, the authors 
assert, and this 1s why many people do not know the 
purpose of democracy or realize the difficulty of 
achieving it in China. Many people feel that democracy 
means absolute permissiveness: Do whatever you wani, 
without feeling bound by law or discipline 


Excessive haste im carrying out political reforms, in the 
authors’ opinion, will also revive clannrshness and rein- 
force sectarian and group allegiances. The clan mentality 
in the rural community has been weakened by the growth 
of the commercial economy, but clan relations are still 
dominant in many regions. Under these conditions, 
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democratic umions could legalize the activities of clans 
and sects, and this would give rise to unrest. 


Excessive haste could also lead to stronger regional 
affiliatzons and create the danger of federalist and auton- 
omist biases, which would do more harm than good. A 
centralized leadership is essential. Otherwise, regional 
biases will gain the upper hand. The scientific associates 
from the People’s University stressed that stability and 

could be secured only under the supervision 
of the CCP, representing the interests of all the people. 


The authors also acknowledge, however, the inaccuracy 
of the statements that the conditions for democracy do 
not exist in China and that the people are not ready for 
democracy. Economic, scientific, and technical develop- 
ment creates the necessary conditions for democracy, 
and the reform of education, its universal availability, 
and the elimination of illiteracy will help to cultivate the 
necessary qualities in the people. The ral conclusion 
of the authors of the QIUSHI article is that all of this 
must be done “not too quickly, but not too slowly 
either.” 


Official statements stress that the measures taken to 
restore order and to institute stricter control are tempo- 
rary, and that they will produce the necessary effect in 
the next 3 years (or a slightly longer period)—i.c., they 
will gradually lower the rate of inflation, gradually lower 
the rate of increase in retail prices to 10 percent or below, 
reduce the amount of money issued, eliminate the finan- 
cial deficit, etc. Desirable rates of production growin 
have been set at 5-6 percent. Restoring order in the 
economy should also promote agricultural development 
and relieve the strain on energy and raw material sup- 
plies. These measures will make it possible to create the 
kind of system that will be regulated on the macrolevel 
by a combination of planning and market mechanisms 
Investigations in this area will be continu cd. 


The Chinese leade: ,hip has warned the people of diffi- 
cult days ahead, stressing that it will take a few years to 
stabilize the situation in the country. 


This will mean, according to explanations from above, 
stricter control over the expenditures of the bureaucracy 
and public organizations. It will be necessary to lim 
expenditures on the reception of guests and on gifts, stop 
building hotels, furnish existing hotels more modestly, 
and suspend all non-essential construction projects. 
Enterprise directors have been ordered not to authorize 
any salary increases not connected with higher labor 


productivity. 


The official explanations go on to say that the appeal for 
“restraint” does not mean a lower standard of living for 
the population. The closure of some enterprises and the 
partial reduction of production at others, however, have 
already affected the wages of workers and have lowered 
their standard of living. Meanwhile, peasants and rural 
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enterprises have been the victims of outrageous extor- 
tion, and this has affected their financial status and 
Strengthened their doubts about the accuracy of current 


policy. 


Unsolved problems include the problem of the relation- 
ship between proportional accumulations and propor- 
tional consumption. We know that prominent Chinese 
economists felt thal excessive proportional accumula- 
tions were the main reason for the economic difficulties 
in China at the beginning of the 1980s. In their opinion, 
the disparities in the national economy and the lower 
standard of living were caused by the fact that accumu- 
lations represented from 30 to 50 percent of national 
income. They said it was unacceptable and economically 
harmful for accumulations to exceed 25 percent. Today, 
arcording to reports in the Chinese press, the figure is 30 
percent. Therefore, the problem has not been solved yet. 
To a certain extent, this 1s also connected with the 
establishment of the correct relationship between the 
center and the provinces. 


There is no question that the granting of autonomy to the 
provinces promoted their heightened economic activity 
and stimulated this activity ca the local level. Because of 
the low leve’ of econoziuc knowledge, however, incom- 
petence was compoun Jed by regional biases. In the race 
for high gross indicaturs—local administrators associate 
these with their own prestige—provincial officials are 
ignoring the center's instructions to reduce capital con- 
struction and are investing money and materials in the 
construction of inefficient enterprises producing goods 
of poor quality for which there is no demand. The 
population, however, 1s being pressured by local author- 
ities to acquire these goods and is forbidden to have 
similar goods shipped in from other locations 


It is not only the race for high gross indicators that 
motivates local administrators to keep building new plants 
and factories and ignore the appeals and orders of the 
center. They have the difficult job of guaranteeing the 
employment of the population. Each year millions of 
young people join the ranks of those who are “waiting for 
jobs.” They need jobs, but industry, transportation, and 
trade are suffering from a manpower surplus today. This is 
why local administrators see the construction of new 
enterprises as an important way of creating new jobs for 
the younger generation. In their efforts to minimize unem- 
ployment, provincial officials have to ignore the center's 
instructions to reduce capital construction volumes 


The problem of relations between the center and the rest of 
China 1s not new. It was the subject of heated debates even 
during the Cultural Revolution. These debates are still 
going on, but no reasonable solution has been found yet 


There are many other unanswered questions in China 
Here are a few: the autonomy of enterprises and the 








coordination of relations between them; the mainie- 
nance of high growth rates and the guarantee of eco- 
nomic efficiency and good product quality; the struggle 
against wage-leveling and the institution of social justice; 
the reduction of capital construction and the resolution 
of employment problems, the revision of pricing prac- 
tices and the smpermussibility of an abrupt decline in the 
public standard of living. 


All of these matters were discussed freely and earnestly 
by Chinese scholars until the campaign was launched 
against “bourgeors liberalism.” Today these debates are 
limited by sdeological restrictions, and this naturally 
complicates the search for more efficient and effective 
methods of solving urgent problems in the socimeco- 
nomic development of the country. 


One of the adverse effects of the campaign against 
“bourgeois liberalism” 1s the tendency to impose a gag 
rule on all scholars who do not agree whoieheartedly with 
official propaganda, thereby excluding the best minds in 
the country from the discussion of important aspects of 
socioeconomic and political development and giving 
them no chance to express their point of view if it differs 
from the opinrons imposed on the people from above. In 
this way, the Chinese leadership is cutting off its access 
to the intellectual potential of the country by restricting 
the creative thinking of the scholars who displayed the 
desire and incentive to find optimal ways of attaining the 
objectives of national modernization during the period 
of free debate. The present campaign will certainly have 
an effect, certainly a negative one, on young people who 
might have been interested in a career in the social 
sciences. After losing their belief in the possibility of 
freely expressing their opimons, they will either retreat 
into their own world or take the easier road of confor- 
mity, which will cost the society a great deal. 


This already happened in China in the 1950s, at the time 
of the struggle against the “night wing” and during the 
Cultural Revolution, when the intelligentsia was muz- 
tiled and humilhated and was forcibly excluded from 
sociopolitical and cultural life in the country. The Chi- 
nese people paid a high price for the implementation of 
the Maorst tenets that “dunces can supervise specialists” 
and that “reds” had prnority over “the educated.” 


Today. in spite of the bitter fruit the ecarher campaigns 
produced and the obvious injury they inflicted on national 
development, another effort ts being made to convince 
young minds that the main thing is to be “red”—.<c., 
ideologically committed—while the specialty or profession 
is only of secondary importance. This is why the Chinese 
press 1s printing appeals for the “revival of the spirit of Le: 
Feng”’—the spirit of blind and unquestioning obedience 
and the mindless memorization of quotations from the 
speeches of Mao Zedong 


We should repeat that the content and forms of the 
search for ways of intensifying the reforms were seriously 
influenced by the recent processes in the countries of 
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Eastern Europe. Chinese propaganda has taken a defen- 
SiVe PosiliON Im an aliempt to protect the socicty, espe- 
cially youth, from the “pernicious effects” of “peaceful 
evolution” and capitalism. Much more space in the press 
is being devoted to propagaada about the advantages of 
socialism and the accuracy of the policy line of the CCP 
leaders and the Thought of Mao Zedong, which, in the 
opinion of the Chinese leadership, can guarantee order 
and stability in the society. 


With the aid of administrative and ideological measures, the 
new Chinese leadership managed to make some progress in 
the restoration of order in the society and the economy, but 
many economic and political problems have not been solved 
yet, and this means that the social atmosphere conducive to 
unrest, especially among students, still exists. 


The establishment of stricter control over the thoughts 
and feelings of the intelligentsia and students and the 
close monitoring of trains of thought can only produce 
an external impact and will actually cause dissatisfaction 
and protest to take more covert forms. In China today. 
silence 1s not a sign of consent. It 1s evidence of the 
dissent which is accumulating and growing stronger for 
lack of a normal outlet. Part of the Chinese intelligentsia 
iS resorting Once again to hypocrisy and insincerity as 
ined and tested means of survival 


Past experience has shown that the extensive and con- 
sistent introduction of new forms of cconomic life 
undermines the traditional political system, but although 
this system might verbally acknowledge its weaknesses 
and flaws, it nevertheless defends its mght to cxrst and 
keeps a tenacious grip on power and on the right to issue 
commands and orders. Therefore, it 1s not surprising 
that the bureaucracy 1s discouraging the continuation of 
the economic reforms and resisting political perestroyka 
in an effort to survive. When an cconomy controlled 
with the aid of slogans and political directives make: the 
transition to economic levers, an unwieldy burcaucracy 
becomes unnecessary. This means that the CCP will not 
be able to accomplish the thorough modernization of its 
country and take a place among the world’s leading 
counines without the further intensification of the cco- 
nomic reforms designed to expand market relations 
while revaining some of the state's regulating functions. 
and this, in turn, will be impossible without a political 
reform designed to democratize the cxrsting system 


The present CCP leadership realizes that 1 cannot go 
back to the earlier Stalinisi-Maorst pattern of socioeco- 
nomic development. Jiang Zemin and other Chinese 
leaders constantly assert this in their speeches. China has 
already been drawn into the perestroyka process, and a 
reversal of policy 1s already impossible. By ihe same 
token, now that Chinese administrators have cncoun- 
tered difficulties, they are afraid of taking the msk of 
rapid advancement toward the modern type of market 
economy. Nevertheless, the idea of reform has not been 
rejected. It 1s no wonder, therefore, that the deceicration 
of the reform process is viewed as an “intensification,” 
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which 1s supposed to lead to stability and order and 
promote further advancement along the road of cco- 
nomic and political reform 


This process carnot be completed quickly because, as 
past capenence indicated, the job of dismantling the old 
system turned out to be much more complicated and 
more difficult than it once seemed to be. 


Footnotes 
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[Article by Rafik Shagi-Akzamovich Aliyev, doctor of 
historical scrences, acting director of the Institute of 
Economic and International Problems of Ocean Devel- 
opment (Viadivostok): “The Soviet Union in East Asia 
Reality and Problems” 


[Text] The following materials presented for the readers 
attention are devoted to an appraisal of the Soviet Unions 
present and future policy in the Asia-Pacific region, thes 
have been written by two authors whose approaches to th: 
subject differ considerably in a number of instances 11 1s 
the opinion of the editors that a comparison of their points 
of view can contribute to the elaboration of a mor 
objective notion with regard to the nature and ways of 
resolving the problems which face our country in this area 
of the planet 


The speech delivered by M.S. Gorbachev im Viadivostok 
(July 1986) was deservedly viewed as marking the begin- 
ning of a new stage in relations between the Soviet Union 
and the countnes of the Asia-Pacific region (ATR). It 
contained, for the first time, a detailed description by the 
Soviet side of the situation im this vast area of the globe 
and a formulation of the task of creating here a regional 
system of comprehensive security. The package of init- 
atives put forward by the Soviet leader in his speech im 
Krasnoyarsk (September 1988) was intended to con- 
tribute, mm a practical manner, to the transformation of 
the ATR into a zone of peace and cooperation 


The following question arises) How much progress har 
been made on the issue of security and cooperation 
the region since these new ideas and imitiatives were 
proclaimed” If one is to jpudge by the majority of the 


appraisals made im the Sovict press. the peoples of the 
ATR have reacted enthusiastically to our proposals. 
many of whoch are being actively umplemented. It would 
appear that certain facts confirm such optumism. It 1s 
sufficsent to recall M.S. Gorbachev's visit to the PRC, 
which was viewed as an histor event not only im the 
system of Sino-Sovict relations but, also, in the political 
life of the whole world, the increased contacts between 
the USSR and Japan at foregn minister level, the 
intensification of contacts between the USSR and cer- 
tain ASEAN member countnes, and the development 
our economic cooperation with South Korea 


Nevertheless, everything here os far from being as 
Straightforward as 1 might seem at first glance. Indeed, if 
one carefully analyzes the Viadivostok and Krasnoyarsk 
imitiatives, it becomes clear that a highly significant part 
of them concerns problems of military security im the 
region. the state of which depends, in the first mstance, 
on the positions assumed by the United States and 
Japan. However. these postions do not attest to any 
enthusiasm on thew part with regard to the Soviet 
proposals. There are very frequent mdicatrons m our 
press of the unwillingness of the ruling corcles im the 
United States and certain of its allies to react positively 
to the constructive policy and peace-onented mutiatives 
of the USSR.' 


Grven that such an approach blocks, to a large degree. 
the possibility of umplementing thes package of mmurtia- 
tives, we beleve that the principal question precisely 
revolves around understanding why these circles oppose 
the implementation of such useful mitiatives. Let us try 
to fathom this 


The ATR—A Region Without Borders or Borders 
Without a Region 


It « unlkely that anyone will start to dispute the 
following simple truth: To mmplement a regional policy, 
it essential to know, at least, the borders of the 
appropriate regions if only for the reason that cach of 
them has its own specific features. It 1s sufficrent, for 
cxample. to compare the European region with the 
Middle East. Therefore, ict us try to answer the following 
question: Where s the ATR located” 


If we refer to the report (1985) of former US. Secretary 
of Defense, C. Weinberger, « turns out that the ATR 
comprises the countnes of East and Southeast Asia and 
Oceama. Official Japanese sources add to these all the 
American states located on the Pacific coastline. Some 
Chinese scholars believe that the ATR comprises the 
countnes of East and Southeast Asa and Oceama while 
others also include South Asia on the region. From thew 
port of veew, the United States and Canadian sates 
located on the Pacific coastline are included mm the region 
but, at the same time, almost all of them cactude the 
countries of Latin America from the ATR.’ There is also 
no unity of views on thes question among Sovect scholars 
and politicians. Obviously, 1 1s not by chance that M.S 
Gorbachev, om his speech in Viadivostok, stated that 








states comprise the ATR while, im hes Krasnoyarsk 
speech, thes number was already 50. 


Someone may ask: Ulumately, what difference docs ut 
make where the borders of this region he”? However, the 
whole port is that the vagueness of the notion of the 
ATR calis into question a number of fundamental con- 
clusions, including that concerning the significance of 
this m the world cconomy and in world politics 
How. exampic. are we to understand the frequently 
cited wndicators which pul the ATR's share in world 
industrial output at 50, $5, or even 60 percent” Al the 
same time, we observe that the USSR's share is not taken 
mto account im any of these three indicators although. 
geographically, 1 belongs both to Asia and to the Pacific 
region, however, the United States’ share 1s included in 
an analogous indicator despite the fact that this power 15. 
for the most part, drawn both cconomuically and gco- 
graphically toward the Atlantic Ocean. How can we, in 
general, assess the economic potential of the ATR when 
not only the United States but also many other countnes 
associated with this region simultancously belong to 
other regions’? Such countnes include those of Latin 
America, Canada. Austra‘ia, and the Soviet Union. Even 
from this point of view alone, all the estimates which 
have been cited and which indicate the “increasing role” 
of the ATR im the world are devoid of strict scientific 
content and, therefore, the conclusions that the future 
belongs to the ATR and the past to Europe have no 
sufficrent basis to them 


The “globalization™ of a region with undetermined bor- 
ders contains a hidden danger from the military-political 
pom: of view. Everyone understands very well that the 
problem of military and strategic security in the ATR 
depends, in the final analysis, on the United States, the 
USSR, and also, to a lesser drerce, on two or three 
powers in the regron. For all inten. and purposes, this 1s 
not a regional but a global problem, therefore the imiti- 
atives presented by the USSR. the United States or, let 
us say. Japan for stabilizing military securnty by reducing 
Of, at least, not increasing the numbers of strategic forces 
are perceived in a more abstract manner by the majority 
of countnes in the regron than 1s the case with regard to 
certain geographical problems which are directly related 
to the region Such global questions are ostensibly out- 
side the framework of thei foreign policy if only because 
these Countnes are not in a position to effectively influ- 
ence them resolution im any way 


The confusion surrounding the question under consider- 
ason 1s also revealed on the purely regional level. lt is 
obvious, for example, that problems concerning US - 
Mexican relations are hardly of any great concern ww 

or Vietnam while the situation im the Persas 
Gulf has little effect on the foreign policy of Vanuata. 
Nauru, or Tuvalu. Yet, in epite of this, all these countries 
belong. at least according to certa«n very broad interpre- 
talons, to the same region, namely, the ATR 


Hence, the question concerning the region's borders is 
not a theoretical game of definitions. It 1 a question of 
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practical politecs. The scope of the article docs not 
permit us to consider the full spectrum of opmions of 
scholars and politicians on this topic. However, | would 
like to emphasze that newher oceans nor continental 
principles nor, generally speaking, a geographical 
approach can form the basis for determining the regoon's 
borders. In our view, the principle of cconomac imicgra- 
teon and the presence of common international problems 
which are viewed through the prism of a systemic 
approach may represent the most fruitful methods of 
accomplishing this task.’ By using such a 

basis, one cannot fail to conclude that the ATR. as an 
mmtegral regron, docs not cxrst 


Today, we have a field of economic micgration or, at 
least, the trend toward forming one in the arca of East 
and Southeast Asia. including Japan, the Asian new 
industrial countnes (NIC), and ASEAN. We will provi- 
sionally designate this group of states as the Interna- 
tional Economic Region of East Asia (IER EA). As we 
Can see. nol one socialist country forms pari of this 
economic region but. if we follow one of the principles of 
the systema approach—the principle of compatibility — 
the Asian socialist countnes can be politically combined 
with those states which are included im the IER EA on 
the basis of the presence of common international prob- 
lems (such as, for cxample, problems of security m 
Indochina and on the Korean peninsula) Their interac- 
thon forms an imternational political regoon in East and 
Southeast Asia which 15 more extensive than the IER EA 


Analogous formations are visible in the southern part of 
the Pacific Ocean whose mtegrator ms Australia. A dif- 
ferent economic and political specificity characterizes 
the region of South Asia with India on the center. Finally, 
the Near East 1s qualitatively different as vt 1s faced with 
completely different tasks both on the political and 
economic plane Consequently. the amalgamation of all 
these subregions under cac roof—the ATR—means 
ignoring thew qualitat- specificity, Without doubt, 
there 16 an mnterconne 1 m between them but ot 1 based 
on other principles -. of on those of integration and 
common internat: sn7, potitical predlems but on those of 
imternationalization which reflect a different form of 
economac and political interaction * 


It would require a separate article to substantiate im 
more detail the conclusions regarding the lack of [tern- 
torial] mtegrity im the ATR. Here, | would principally 
like to draw the reader's attention to the fact that, first, 
the principle of common sense does not make it possible 
to accurately determine the borders of the region and, 
second without the latter. the policy bering umplemented 
m a space without borders itself doomed to uncer- 
tamnty, something which 1s often confirmed im practice 


The Problem of ' ~ in Fast Asia: The 
USGA ond the Ucited Stanen ¥o Approaches 
In M.S. Gorbachev's speech mm Krasnoyarsk, the fol- 


lowing question was raised Why unlike in other areas of 
the globe, cannot the Sovrt Union arrive at mutual 








describing it as unstable. They point out identical “hot 
as 


Differences begin 


to emerge when answering the ques- 
tion as to who is responsible for such an infavorabic 
situation. The United States blames the USSR and its 
allies while the USSR accordingly puts the blame on the 
United States and its allies. What are the ongins of such 
Opposing positions” 

It 1s common knowledge that the leaders of both powers 
do not make a single speech on the topic of foreign policy 
without svoking internationa, security. However, the 
whole problem resides in the fact that the two sides have 
a different understanding of international security For 
the Soviet Union, it signifies a state of international 
relations which ensures the national interests of all 
subjects of world politics on an equal and just basis. The 
U.S. conception of international security practically 
councides with the tasks of the national security of the 
United States, these tasks call for the formation of such 
a state of international relations which would fully 
correspond, first and foremost, to its own interests and. 
second, to the interests of the whole system of the “free 
world.” As we can see, differences in the interpretation 
of security on the theoretical level inevitably lead to 
different approaches in policy. Let us check how this 
specifically manifests itself in East Asia 


When speaking about East Asia, the official leaders of 
the United States usually pot to three factors which 
threaten imiernational security (that 1s to say, the security 
or national interests of the United States).* The first of 
these ws the threat to the economic order which 
connected with problems of relations mainly with Japan 
and the Asian NIC (first and foremost, with South Korea 
and Taiwan). The second factor tics in with the threat to 
“democracy and freedom” which, on closer analysis. 
signifies the problem of political stability in East Asia. 
mainly in South Korea and the Philippines. Finally. the 
third factor is the threat of using force on the part of the 
“expansionist states,” by which 1s implied the buildup of 
the military potensal of the USSR and its allies.’ 


lt ws absolutely obviows to everyone, including the 
United States, that the first “threat” cannot be con- 
nected with the actions of the Soviet Union mm East Asia 


2 


if only for the reason that ut “lacks an cconomic pres- 
ence™ in te region. One can also hardly see the USSR as 
constituting a “threat™ to regional political stability. Onc 
has to think that US. leaders are fully aware of the fact 
that, if any political perturbations occur in any of the 
capitalist ccuntries in As.a (for example, in South Korea 
or the Philippines), the Soviet Union is in no way 
connected with them. 


That leaves the problem of military security—that 
sphere in which the Sovict Union is, in principle, in a 
position to challenge the United States. If one 1s to 
believe the statements made by certain military figures. 
for example, Admiral An. Labrousse [name as translit- 
erated], or the calculations pertaining to the balance of 
forces in the region by the authoritative Jape 
nese publication ASIAN SECURITY, the USSR and its 
alles have supenority over the military potential of the 
United States and its allies." In this case, from the US. 
point of view, the buildup of armaments in East Asia can 
be justified in theory. However, official assessments 
made by the Soviet side paint a different picture of the 
balance of forces between the United Siates and Japan 
on the one hand, and between the United States and the 
USSR on the other. It has become apparent from an 
interview given by the USSR Defense Minister, D_T. 
Yazov, to PRAVDA, that, as far as personnel strength 
levels are concerned, the United States has superiority by 
a factor of more than two, it has superiority im large 
surface ships by a factor of almost four, it has absolute 
supenority in submarines equipped with sea-launched 
crusse missiles, it has supernority in naval tactical aircraft 
by a factor of more than two. Al the same time, we have 
superiority in tauks by a factor of two and in infantry 
fighting vehxctes, armored personnel carners, and artil- 
lery systems Sv 2 factor of approximately 1.5.” The 
presence of almost 300 bases and other U.S. military 
installations on the ternitones of Japan, South Korea, 
and the Philippines and a well-established infrastructure 
for deploying military power in East Asia even give 
grounds for the American journal NEWSWEEK to 
maintain: “Today, the strongest military power im the 
Pacific Ocean is the United States.”'° 


The desdeoiogization of interstate relations \s one of the 
most important components of new political thinking 
As practice has shown, this component “works” quite 
well in resolving problems of strategic disarmament. 
There is no place for ideology at this level of world 
politics where the future of human civilization is 
decided. This 1s too dangerous an area to uncontrollably 
set in motion an ideological confrontation. However, as 
soon as politics descends into the regronal orbit, ideology 
encroaches upon geopolitical and, above all cise, socro- 
political interests. As a result, it begins to dictate the 
conditions of security, especially as the doctrine of 
security itself was, im its time, formulated by US 
theoreticians and politicians as a means of guaraniccing 
the interests of the “free world,” that is to say i was, 
from the beginning. an ideological conception This 
factor was stressed by H. Truman after World War I, 








the preservation of freedom and democracy 1s “the most 
important task today.” In many of his speeches on 
foreign policy issues, Bush has reiterated the favourite 
Reagan postulate: “Peace from a position of strength 1s a 
policy which has served the security interests of both our 
countnes perfectly well.” 

Thus, our calls for the deidcologization of interstate 
relations do not necessarily mean that they have been 
adopted by politicians in the United States. What is 
more, U.S. activity on the international arena in the 
exghties has been saturated with morc ideology thar:, for 
example, during the seventies. As confirmation of this. 
we can cite the reaction of the United States to the events 
which took place in the PRC in June 1989 when the 


Chinese leadership used force against student actions to 
“strengthen socialism.” Moreover, | believe that the 
fnendly attitude toward the USSR has been motivated to 
a large degree by the fact that our country, according to 


economy and 
models. Yet, given that there 1s no final certainty about 
this and that the Soviet Union appears before the West 
aS @ socialist State, our steps in the sphere of regional 
security continue to encounter opposition. The cxcep- 
tion to this is Europe. This is understandable as the 
majority of problems of European security are. at the 
same time, problems of global security. 


lk seems that it is precisely for these reasons that our 
initiatives in the ATR are not being accepted although 
Washington's leaders allude to other motives in 
ing their position. Consequently, the buildup of 
US. Armed Forces in East Asia is a way of ensuring the 

security” of the region and of preventing the 
USSR spreading its influcnce there. 


Naturally, such an approach creates a regional problem 
in Soviet-U_S. relations concerning questions of military 
stability and military security in East Asia. Neither the 
INF Treaty nor the withdrawal of Soviet troops from the 
Mongolian People’s Republic nor our proposals for a 
reduction in the level of military confrontation in those 

where the coastlines of the USSR, the PRC, 
Japan, the DPRK, and South Korea draw near to one 
another have, as yet, had a productive influence on the 
situation in the region. How should we react to such a 
state of affairs” It seems that we should in no way react 
by following a military path. 


Let us try to clarify this thought. Let us suppose that the 
USSR Defense Ministry, irritated by the negative reac- 
tion of the United States to our proposals for a reduction 
of military activity in the region and, also, taking into 
account our lag as far as the scale of this activity 
concerned, put forward the initiative of building up the 
potential of the naval forces (naturally, under the gurse of 
modernization) to attain “more genuine equality” | 
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beleve that this would be a mistake. Why do we need 
this regional “equality” when the military supenonty of 
the Unsnted States and Japan im East Asia 1s neutralized 
by the general strategic balance of the sides, a balance 
which ensures mutual guaranteed deterrence” Further- 
more, although our Pacific Ocean Fleet 1s infervor to US. 
naval forces according to practically all indicators, is 
task 15 tO protect strategic submarines and also to coun- 
teract U.S. submarines and carrer task forces. The 
defensive potential of the Pacific Ocean Fleet is wholly 
m accord with the requirements of deterrence, thal 1 to 
say. 1 ensures the security of the maritime spaces and 
territones in the Sovect Far East. Its further buildup 
would signify an attempt to even out the balance to 
compete on the expanses of the Pacific Ocean, something 
which would be, first, of disadvantage to our economy 
and, second, simply senseless from the point of view of 
the security of the USSR and its allies. A somilar picture 
emerges with regard io ground forces. Furthermore, the 
policy of defense sufficiency enables us, if necessary, to 
further reduce our military potential, even unilaterally, 
without damaging the security of the USSR. To a certain 
degree, thus process has already affected the disposition 
of our Armed Forces in the Far East.'' 


If we will all follow the path of a retaliatory buildup of 
our military potential in East Asia. the United States will 
be spurred into continuing the arms race in the region 
and this will, on the whole, aggravate the probiem of 
imternational security in thes area of world politics. Only 
economic penctration by the USSR into the Pacific zone 
and the transformation of the latter into an important 
clement of the IER EA can serve as a truely constructive 
response to US. policy which 1s heavily imbued with 
ideology and reinforced with military power 


The USSR and Japan: Impeding F actors 


If we were to follow the course of Sovict-Japancse 
relations by reading PRAVDA or KRASNAYA 
ZVEZDA, we would get the impression that we are 
virtually im a state of confrontation with Japan 
IZVESTIYA 1s a little more reassuring. Nevertheless, the 
general lertmotiy that runs through our publications 1s as 
follows: Relations between the USSR and Japan are not 
at their best or at least, “the level at which they are 
today, as before, docs not accord with the potential 
capabilities possessed by the Sovict Union and Japan 
and the standing of our countries in the world.”'’ 


It seems to me that our relations precisely correspond to 
the capabilities, at any rate present capabilities, of the 
USSR. Furthermore, everything will become clear 
through comparison. Let us compare the Soviet Union's 
relations with Japan and iis relations with the five 
leading nations of the capitalist world the United States. 
the FRG. Great Brita, France, and Italy 


The diplomatic sphere functions fairly actively and has 
escaped the “wars of the embassies” which break out mm 
relations with the United States. France, and Creat 
Brita. On the military plane, we do not view Japan as 
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a Straicgxc Opponent unlike the United States. Great 
Britain, and France. all of which possess nucicar 
weapons. The volume of trade between the USSR and 
Japan in 1988 amounted to $5.9 billion. In the sphere of 
our cconomuac relations with the capitalist countries, 1 
second only to the volume of our trade with the FRG, 
amounts to the same level of trade turnover with France 
and Italy, and exceeds the level of trade between the 
USSR and the United States or Great Britain. 


Hence, the conclusions which assert the almost critical 


the fact that the present, fairly decent 
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diplomatic relations were restored) although 
they have regularly been to the United States and to the 
European countnes. One can present many arguments to 
explain this lack of attention but it is hardly likely that 
they will all be sufficrently sound if we bear un mind the 
fact that high-level visits are not only used to offic ally 
record the resolution of vanous problems but also serve 
as a mark of respect for the people of the country in 
question. Of course, it is gratifying that, fina'ly, at 
foreign minister level, « has been agreed that M.S 
Gorbachev will visit Japan in 1991. In this connection, 
one certainly must not underestimate the importance of 
the trp made to Japan (November 1989) by a USSR 
Supreme Soviet delegation headed by USSR People's 
Deputy A.N. Yakoviev. Although. as he stated, this visit 
did not resolve all problems im Sovict- Japanese rela- 
tions, it, nevertheless, contributed toward deepeniry 
mutual understanding between both sides 


Yet, the presera state of Soviet-Japanese relations cannot 
be considered as satisfactory Moreover, this applies to a 
greater degree to us than to the Japanese who have been 
successful in developing the ATR cconomically. lt is 
precisely for this reason that we should show initiative in 
the matter of drawing Japan into mutually advantageous 
cooperation and not cxpect that the Japanese themselves 
will determine for us the forms and methods of thi 
cooperation and prepare projects for joint enterprises. In 
this connection, | would like to draw attention to a 
number of aspects of our policy which, « would seem. 
continue to remain impeding factors on the path of 


mutual understanding with Japan 


If we proceed from the joint commun ques msued over 
the last few years, the mmterests of the USSR and Japan 
commode on three most important issues both countnes 
are interested in peace and security in the ATR, im the 
signing of a peace treaty, and im the development of 
commercial and economac, screntific and technological. 
and cultural cooperation However, neither side 1s fully 
satisfied with the state of affairs pertaining & any of 
these issucs 


Japan. through the mouths of is poltociams. marntams 
that the constant busldup. both quactative and quant- 
tive, of the Armed Forces of the Soviet Union on the Far 
East 1s having a destructive effect on the sstuatson m the 
ATR."’ Furthermore, according to Tokyo, a peace treaty 
cannot be concluded until the “Northern Terrtones™ 
are returned to Japan. Economix cooperation m being 
mmpeded. first, by the different mterests of the two wdes 
and, second, by the cClumsness of Gar cconoma organ 
zations anc their mabuility to establish productive rowutual 
micraction with Japan 


In reply, we are convinced that the process of mulsar- 
zatyon in the ATR has been stimulated by the busidup of 
Amencan military might with the active support of 
Japan which, furthermore, «= seclf accelerating the 
development of its own Armed Forces. Japan's territo- 
rial clarms toward the USSR are viewed as growndiess for 
which reason 1 1s considered that they cannot serve as a 
prior condition for the signing of a peace treaty. As 
regards commercial and cconoma cooperation. while we 
admit thal our cconome structures are clumsy to a 
certain degree, we can here pot to political motives 
behind Japan's noncon*.ructive approach which ns 
mmpeding such cooperation (LS. pressure, the resire- 
tions umposed by the Committee for Multilateral Expon 
Controls, mtransigence on the msue of the “territornes.” 
and so forth) 


Thus. while our interests are the same. our approaches to 
realizing them are different. Let us try to wnderstand 


Japanese logic 


Let us begin with the problem of security m Asa 
Practically all our muitiatives mm the ATR are aumed at 
dismantling the present security mechanism which func- 
hons on the bases of the domimating 1) S. military 
presence and the system of its military treatees with 
Japan, the Philippines, South Korea. and Thasland Can 
Japan reconcile itself to such a poston, takeng mito 
account the fact thal 1 is precisely this security system 
which, according *o the country's political corcles, fire, 
averts the “threat from outende,” second, creates favor- 
able conditions for economic activity in the regeon and. 
third, ensures the preservation and prosperity of the 
countnes of the “free world.” mcluding Japan seeclf? 
What guarantees are there that the present conditions for 
the development and reproductior. of existing economn 
structures and interrelations will be preserved m the 
event that the Soviet concept of security 1s umplemented” 
What guarantees are there that one or other of the 
socialist countries, some of which have, m the past 
shown an inclination to resort to military force om thee 
foreign policy. will not do so once more in the resolution 
of imternational problems” We have repeater’iy had to 
listen to such fears being cupressed by many Japancee 
politologists and specialists in international affarrs and 
they must not be simply brushed avide without taking 
mio account the lage of our opponents 








ht also scems thal our customary attacks on Japancec 
mulstarrem and the cragget sted assctsments of its empor- 
tance do not accord with th mmterests of security mm East 
Asm. Let ws, post for one minute, suppose that the 
heeding our complaints regarding 

ton, abandon this process completely and fully entrust 
the United States with ensuring the security of its state 
(meodentally such sentements do carst in certamn circles 
m the country) One can emagine what a storm would be 
rarsed on the Unned States of Tokyo were to make such a 
decrson, after all, many Amencan congressmen are not 
even satisfied with the present rate of mi!.tary organiza- 
tional development in Japan So. it 1s highly probable 
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tual of these countries at the Geneva talks on strategic 
Guarmcmeent. Why, when 4 6 a matter of criticizing 
militarism, are we so selective in whom we accuse” 

There « another ade to the problem. Despite the fact 
that certam small caplonus have been acheewed im the 
sphere of disarmament. this process has still not become 
reversible, The United States. as is well known, for all 
mtents and purposes, withdrew from the SALT II Treaty 
following which the potential of its strategic offensive 
forces mncreased appreciably Therefore. there still does 
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become apparent Whereas. previously, we did not rec- 
ognize at all the cxmstence of thes problem. we now do 
Without delving into the heart of the matter, we will 


draw atiertion to the following ports 


In submettong ther territonal clanms to us. (he Japanese 
side 1s constantly appealing to public opin-on Indeed. 
regular oprmon polls indicate a high scvel of suppor for 
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the government on the “territiones probiem.” We should 
remend the reader that the opposition partics (for 
cxampic, the Co wnunmst Party of Japan and the Japea- 
nese Socialist Party) go even farther than the 

m thes respect. They lay claim to all the Kuril Islands 
whose return, 1 1 truc, 1s linked to the annulment of the 
security treaty with the Unned States. 


The Soviet side also often refers to public opimion. 
. hu os 
the issuc “ec 

any special oprmon polls on the “Northern 
" Furthermore, 
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a future date What they have mm mind 1s the creation, on 
the rslands of yount enterprises and other forms of bulat- 
eral entrepreneurial activity including even the establish- 
ment of a special economi sone there 


lt « worth recalling here how we resolved the border 
question with Estonia following its separation from 
Russia and the signing of a peace treaty with it, a treaty 
which, according to V1. Lenin, was of “world historic 
wgnificance.” This peace treaty contamed a number of 
territorial concessions “which did not fully conform to 
the strict observance of the principle of the self- 


Al preoent, we cannot sce any straightforward way of 
the problem of the “Northern Territones” with 

_ there 1s 90 dow that rt concerns not only 
the Soviet MID or the CPSU Central Committers, this a 
question of nationwide importance. Ii 1 precisciy the 
people, mm the true sense of this word, who, through a 
referendum or other forms of capressing their el! should 
determine the position of the state organs with regard to 
these terriiones. lt i tome to shandon “corndor” diplo- 
macy. As 4 prelomenary, « 6 essential to publish m the 
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press detailed information on the history and crux of the 
problem. Only under such conditions can we discuss this 
subject with the Japanese on an equal footing. 


Finally, the third aspect of our relations concerns eco- 
nomic cooperation. However, the problems which exist 
in this sphere do not only concern Japan. Therefore, it 
makes sense to look at them in more detail. 


The Problems of USSR Economic Cooperation With 
the Region 


It seems banal to make the assertion that the world is 
interdependent. Yet, this “truth” does not seem incon- 
trovertible if we speak of economic interdependence 
between the socialist and the capitalist countries. We will 
remind the reader that our share in international trade 
amounts to no more than four percent. 


The situation is even worse with regard to our economic 
positions in East Asia. The USSR’s share in overall 
exports involving the countries in the region is so negli- 
gible that it is often not recorded in statistical abstracts. 
There is no point in mentioning other forms of cooper- 
ation: They are, as a whole, still at the stage where they 
remain a wish or are undergoing initial elaboration. This 
means that not only do we not form part of the interna- 
tional field of the internationa! economic region of East 
Asia but also we, in essence, are not participating in the 
process of internationalization, a characteristic feature 
of which is intensive trade exchange. So, there can be no 
question of any kind of interdependence here. 


One other problem is the trade deficit with the countries 
of East Asia and the huge amount of primary goods that 
make up our exports. Suffice it to say that machines and 
equipment account for one percent of Soviet exports to 
Japan. Incidentally, this situation led Ye. Gayer, a USSR 
Supreme Soviet deputy from the Far East, to conclude 
that the Soviet littoral has been transformed into a raw 


materials appendage of Japan.'® 


The figures cited are, for some reason, interpreted in 
such a way as to indicate that the present level of our 
trade relations with the countries in the region does not 
correspond to our potential. Is this the case? It 1s rather 
the opposite; this level objectively reflects the current 
economic and scientific and technological potential of 
the Soviet Far East. Today, the economy of the far 
eastern regions of the USSR revolves around the produc- 
tion of energy-bearing raw materials. Its structure con- 
flicts with the interests of our trade and economic 
partners in the region. For example, the restructuring 
[perestroyka] of the Japanese economy, which began in 
the second half of the seventies, was oriented toward the 
creation of science-intensive branches of industry that 
enabled energy, metal, and labor costs to be reduced 
considerably per unit of output. As a result, the Japanese 
side became much less interested in Soviet deliveries and 
the factor of their being complementary in economic 
terms was lost. Unfortunately, new programs for the 
comprehensive development of the productive forces of 
the Soviet Far East, the Buryat ASSR, and the Chita 





oblast are, as before, orienting them to a type of devel- 
opment which 1s geared toward the production of energy- 
bearing raw materials with emphasis on capital- and 
labor-intensive industries. 


How can we build an efficient economy for the future? In 
its generalized form, the conception which is now being 
implemented focuses on the following: regional economic 
accountability, the creation of special economic zones, the 
first in Nakhodka, and the closest economic attachment of 
the far eastern economic region to the countries in the 
ATR. Although this variant of development represents a 
step forward, it, nevertheless, does not change the present 
economic situatior if we assess it according to US., 
Japanese, and West European standards. 


First and foremost, regional econom'c accountability, in 
that form in which it is now being discussed, signifies the 
redistribution of the functions of management and con- 
trol in favor of local organs of economic and political 
power. In so doing, a region will acquire certain benefits. 
However, in this case, the former system of production 
relations will be preserved, a system which has shown 
how feeble it has been. Furthermore, a region’s economy 
will remain firmly connected to the economy of the 
whole country, that is to say, the exchange of products 
(commodity exchange) and resources will be conducted 
over a huge geographical area with a weakly developed 
infrastructure. We can add that numerous enterprises of 
the military-industrial complex which produce strategic 
raw materials will, in any event, remain directly subor- 
dinated to the center. Under such conditions, regional 
economic accountability 1s hardly likely to accomplish 
the set tasks. From the political and economic point of 
view, given the present state-monopoly character of 
production relations, economic éccountaovility will, gen- 
erally speaking, not change anythig, 4! least until the 
problem of ownership on a multistructural basis, 
including private ownership, 1s resolved. 


The formation of an alternative strategy of development 
for the eastern regions of the Soviet Union could com- 
prise three elements. First, the complete economic 
autonomy of the Soviet Far East from the central regions 
of the USSR, to be guaranteed by special laws. As a result 
of this, entry into an integrated network with the coun- 
tries of East Asia will start to take priority over economic 
ties with the western part of the Soviet Union. 


The second element is as follows: Given the fact that 
under the existing economic mechanism, even under the 
condition of the implementation of the idea of a trun- 
cated economic accountability, integration into the IER 
EA is impossible because of the incompatible economic 
systems, it is essential, as a prerequisite, to legally 
approve a multistructural economy with emphasis on 
market relations. 








Third, the idea of economic autonomy will not contra- 
dict political sovereignty which will be retained by the 
all-Union government. 


What difficulties lie on the path toward the implemen- 
tation of an alternative strategy? The first and main 
difficulty is to convince the central organs of power of 
the rightfulness of the formulation of the set tasks and 
aims. Without this, it is senseless to speak of any 
breakthroughs in the development of the far eastern 
region. More than 70 years of practice of economic 
management, or often mismanagement, has shown that 
it is impossible to control and manage the entire national 
economy of our huge country from the center. To insist 
on centralized management in these conditions signifies 
condemning the Soviet economy to further collapse. 


Furthermore, it is necessary, on a general theoretical level, 
to elaborate an integral concept of regional economic 
development, including the concept of special economic 
zones. In this connection, the idea is expressed that the 
economy of the countries of East Asia bears a “multistory™ 
character on account of the different level of development 
of the partners and that our Far East can, today, be built 
into regional integration only on the “lower stories.” This 
idea condemns the Soviet Far East to participation in a 
vertical schema of division of labor, in short, to strength- 
ening its role as a raw materials base for the region. In 
principle, the coastal region is now developing according 
to this schema. However, as we have already stated, the 
given variant is leading nowhere. Moreover, if we are 
always saying that what is most important is man and his 
needs, why should we produce logs instead of furniture and 
steel instead of automobiles and computers. Obviously, we 
cannot have one without the other. Yet, it is incomprehen- 
sible why we have one and not the other. Naturally, it 1s a 
question of proportions. 


From the strategic point of view, it 1s essential that, in 
the far eastern region, we give priority to output of 
finished goods over raw materials and semi-finished 
products. In this sense, we do not have the time to move 
gradually from the “lower stories” to the “higher.” We 
must begin not with large-scale projects but, first and 
foremost, with those sectors whose development would 
contribute to the expansion and strengthening of the 
transport infrastructure, the modernization of ports and 
harbors, the development of the services sphere, 
tourism, the hotel industry, and so forth. All this would 
create the necessary conditions for the subsequent 
expansion of science-intensive production and would 
improve the standard of living of the population. Such 
an approach signifies that we should define strategic 
aims not through the prism of interests of ministries but 
by basing ourselves on pe~sle's needs and requirements 


A big problem aiso lies in the fact that we are not only 
unaware of our own interests but we often do noi know 
what our partners’ interests are. In that case, how is it 
possible to unite undisclosed interests? On what basis 
will we be able to develop that mutual advantageousness 
about which we speak so often yet in an abstract way” 
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Thus, the journalist S. Agafonov, in recounting the 
numerous visits made by our representatives to Japan, 
was appalled by their ignorance of the realities of this 
country, its market, and the particular features of its 
economic situation.'’ We are speaking about Japan, a 
detailed description of which is to be found in our 
economic literature. One can imagine the level of knowl- 
edge of Soviet “businessmen” regarding the markets and 
specific features of such countries as Malaysia, the 
Philippines, and Thailand. Yet, after all, these are the 
countnes with which we want to develop an active 
exchange. It is also impossible to formulate a general 
concept of the development of our own far eastern region 
without an analysis of the interests of all the countries in 
the region and the economic activity of Japanese and 
U.S. companies in East Asia. 


Following M.S. Gorbachev's visit to the PRC, the pros- 
pects of economic cooperation with this country have 
been raised. In what areas? Power engineering and 
metallurgy have been singled out in particular. However, 
this 1S again resource-intensive production which, in 
addition to everything else, causes damage to the envi- 
ronment. Has this variant—the prospects for bilateral 
interaction—been thought through or is it simply a case 
here of euphoria following an improvement in relations. 
euphoria which is spurring on cooperation for coopera- 
tion’s sake? What effect will cooperation in the area of 
power engineering have on the technological develop- 
ment of both countries? Will it, finally, lead to an 
increased standard of living for Soviet and Chinese 
citizens? It is clear that this subject requires special 
analysis, something which, to all appearances, has also 
been lacking at a high economic level. 


There exist many difficulties on the path of our policy in 
East Asia, difficulties which can only be resolved by 
means of revolutionary transformations, first and fore- 
most, in our thinking. At the minimum, they presuppose 
a reyection of the “superpower position,” which will be 
in accordance with our real standing, at least, in East 
Asia. At most, this signifies a reduction in our military 
activity in the region to limits which are necessary only 
for protecting the security of our land borders and 
territorial waters in the Far East. We need to open the 
borders in full accordance with the decisions of the final 
document of the Vienna mecting of 1986. Only the free 
movement of capital, people, and ideas can create real 
bonds of integration in mutual association. We need to 
soberly evaluate our real potential and interests in East 
Asia. A surge of initiative 1s also a costly variant of 
politics. Cost [stoymost] in politics as well as in eco- 
nomics 1s only of use or of value if it finds a consumer 


Finally, our research into the problems of Asia and the 
Pacific Ocean continues, with the rare exception, to be 
tinged with propaganda. The first task of scholars 1s to get 
rid of this. Otherwise, we will never comprehend why the 
Soviet Union's constructive foreign policy does not meet 
with understanding on the part of the United States and 
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Japan. Incidentally, a number of other countries in East 
Asia also view it in the same way. It is time to be bold and 
answer these questions. 
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{Article by Viadimir Ivanovich Ivanov, candidate of 
economic sciences, head of department at the USSR 
Academy of Sciences World Economics and Interna- 
tional Relations Institute: “The Soviet Union and the 
Asian-Pacific Region: Evolution or Radical Changes?” 


[Text] In the majority of nonsocialist countries, 1 has 
been customary to associate the Soviet Union's role in 
Asia with superpower rivalry, expansionism, and 
involvement in regional conflicts. This image remained 
even after M.S. Gorbachev's speech in Viadivostok. 


The cliche “the Soviet military threat” has become so 
widespread and common in the Asian-Pacific region 
[APR] that it was even mentioned in the political decla- 
rztion adopted at the mecting of the heads of states and 
governments of the “seven™ in Toronto in 1988. How- 
ever, the situation has changed with the passage of time. 
The U.S. Defense Department brochure “Soviet Mili- 
tary Might; Prospects for Change.” which was published 
in 1989, already contained a more or less accurate 
description of the correlation of Soviet and American 
Armed Forces and an assessment of their functions in 
the North Pacific 


To all appearances, the United States, on the whole, 
indirectly agreed with the fact that the Soviet military 
presence in the Far East bears a defensive character and 
that the American and Japanese Armed Forces im this 
zone, taken together, have indisputable superiority. This 
fact cannot but contribute to the destruction of the 
notion concerning the “aggressiveness” of the USSR 
However, according to other parameters, both political 
and economic, the situation of the USSR in the APR 
remains unsatisfactory while. from the point of view of 
involvement im economic ties within the region, it 1s 
even continuing to gct relatively worse 


Among the factors which have characterized the pres- 
ence of the USSR in the APR during the seventies and 
eighties, we can highlight the following: |) cold and often 
hostile relations with other leading powers, 2) a high 
level of dependency on the behavior of friendly states; 3) 
emphasis on ensuring strategic security and questions of 
defense, 4) the stagnant state of the far eastern economy 
which is dependent upon raw materials industries, 5) 
isolation from regional economic links 


Our country’s situation in the APR upto 1985 may be 
characterized by two words—*“isolation™ and “confron- 
tation.” Today. the situation has changed considerably 
However, we have not yet formulated a definitive list of 
new prorities which 1s necessary for further progress as 
this depends upon the subsequent advances made both 
in international relations and in internal reforms 








The factor of a new Sovict Union in the structure of 
international relations in the APR may call for radical 
reassessments of the political, military, and economic 
situations. The new long-term strategy of the USSR here. 
a strategy which could finally be formulated in the 
nineties, will most probably have to pursue the aim of 
satisfying the internal economic and social demands of 
the Soviet Union and of Russia in particular. 


From the point of view of efforts aimed at ensuring 
security, it 18 quite probable that the military and strategic 
role of the USSR in the Pacific Ocean and in East Asia will 
gradually reach an “average regional level” and. in a 
certain sense, will not differ substantially from the level of 
such leading regional powers as China and Japan. 


The gradual improvement of political relations with 
neighboring powers, countries, and territones in the 
western part of the APR and the considerably more 
important role of economic factors in foreign policy 
prnorities should contribute to altering the image of the 
Soviet Union in Pacific Asia. 


It is very probable that a radical departure from confron- 
tation in relations with the USSR's neighbors and also with 
the United States will lead to changes in the whole regional 
Strategic situation in the West Pacific and to a reduction in 
the role of existing military and political alliances, 
including the Amencan-Japanese security treaty. 


The departure of the USSR from the structure of military- 
strategic ties in East and Southeast Asia and a reduction in 
the level of our military presence in the Far East in the long- 
term future are capable of leading to the creation of a new 
situation in which stable political relations with the USSR 
and economic cooperation will acquire increased value for 
the countries of the region. Finally, changes in economic 
relations inside the Soviet Federation itself, the transforma- 
tion of Eastern Europe, and a reduced role for CEMA can 
change the existing geographical structure of the USSR’'s 
trade and economic relations with the outside world 


If such fundamental! changes will really occur, the Soviet 
Far East, by the end of the nineties, could emerge in the 
APR at an average economic level with very great 
advantages in terms of comparative outlays on many 
types of products and services. The economic develop- 
ment of the far eastern regions of the Soviet Union can 
and should assume first place among our other priorities 
However, if this process is really to become dynamic, we 
need a flow of foreign investments, technologies, and 
constructive approaches on the part of potential partners 
and regional economic organizations. Material require- 
ments can predetermine not only the character of future 
diplomatic activities in the region but also radical shifts 
in the direction of economic diplomacy at the expense of 
traditional policy 


The concentrated attention given to the development of 
the Far East and to economic ties with the Asian-Pacific 
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sector of the world cconomy may encourage the Sovict 
Union to adopt the concept of “equidistance™ in its 
relations with such powers as the United States, Japan. 
and China and to engage in more intensive dialogue with 
such middie-ranking states as Canada, Australia, South 
Korea, and the ASEAN countres 


By the end of this decade, there may be a considerable 
reduction in the proportion of security questions in the 
Soviet Union's Asian- Pacific policy. It is quite possible 
that Soviet defense efforts in the Far East will be perceived 
differently both inside the country and outside, particu- 
larly in the event of an improvement im relations with 
Japan and of progress being made in the reduction of 
Strategic weapons. Accordingly. the Soviet Union will be 
faced with the task of not only deepening cconomic 
openness but also developing cultural and social interac- 
tion with the region and with its leading countries. 


The Soviet Union's relations with countries mm the APR 
includes a broad and complex range of questions bearing 
a military, economic, political, and historic character. 
Let us try to analyze some of the problems which 
characterize the regional positions of the USSR, 
including its relations with the United States, Japan, 
China, and South Korea 


Soviet-American Relations and the APR 


Soviet-American relations in East Asia and in the 
adjoining regions of the Pacific Ocean still strike a discor- 
dant note on account of their general atmosphere. the level 
of mutual understanding regarding the changes in Europe. 
and general approaches to key questions of bilateral rela- 
tions. Although the situation in the APR has changed for 
the better since the mid- eighties and has become more 
predictable, there still remain three important problems 
which he outside this process 


The first 1s the lack of mutual understanding on gencral 
aspects of international relations mm East Asia 


The second is the considerable differences in approaches 
to ensuring security, this concerns questions relating to 
confidence- building measures in the military sphere, the 
activities of fleets, sea-launched nucicar weapons. military 
bases, nonnuciear zones, and so forth 


The third is the lack of development of dialogue on 
regional conflicts, first and foremost, on the Korean 
problem. This not only limits the possibilities of the USSR 
but also, in the final analysis, contradicts US. mterests 


Military-political problems concerning a reduction in 
the level of military tension, the creation of relations 
based on trust and predictability, and so forth could 
evidently become, as in Europe, the main field of inter- 
action at the given stage. If the USSR and the United 
States embark upon this path, thes will give a powerful 
impulse to the resolution of many other acute problems 
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Greater trust with regard to military questions in Sovict- 
Amenecan relations in the APR. particularly in the north- 
western sector of the Pacific Ocean, will undoubtedly 
Strengthen stratcgic stability and may. in the future. 
contnibute to a reduction in the military expenditure of 
the sides. This 1s particularly important for the USSR 
although it 1s also of interest to the United States. 
Positive changes in the military situation im the region 
could, in the future, stop many states, first and foremost 
Japan, from increasing their military potential. 


The positions of the USSR and the United States have 
drawn closer together during the last year. The unilateral 
measures aimed at reducing the number of Soviet troops 
and weapons in the Far East have been viewed positively 
in the United States. As mentioned above, the assess- 
ments made by the American side of the USSR's military 
presence in the Pacific Ocean have become more unbi- 
ased. On the whole, they are admutting that it bears a 
defensive character. However, at the same time, the 
confrontation of their flects in the Pacific Ocean is 
having an unfavorable influence on the political situa- 
tion mm the APR, on relations between the USSR and 
Japan, and on the situation on the Korean peninsula and 
iS Causing tension in Sovict-American relations. It 1s 
precisely on account of this that dialogue between the 
United States and the USSR on military problems. 
dialogue which leads to greater trust and predictability. 
can become the core of the multilateral political process 
in the APR. 


Relations between the United States, Japan. China. and 
the USSR deserve particular attention 


Today, we can already speak about the existence of a 
more normal situation in the “tnangle”—the United 
States, China, and the USSR. In principle, there are no 
fears here that the legal interests of any one of the sides 
may be encroached upon by the actions of the other two 
This 1s a new situation for the postwar period. Positive 
changes in the assessment of concerning the 
three sides have occurred in China, the USSR, and the 
United States where, until still recently, China was 
viewed quite separatcly from the Soviet Union 


Relations in the second “tangle” —the United States, 
Japan, and the USSR—<ontain a large number of com- 
plicated problems which, at the same time, have crucial 
significance for the region. The normalization and devel- 
opment of relations with Japan represent one of our 
prnority tasks which will open up great potentialities both 
on the economic and political level. The improvement of 
relations with Japan requires time. it 15 difficull to expect 
breakthroughs and quick sulutions here. However, the 
improvement of relations with the United States 1s 


capable of stimulating this process 


In their bilateral relations, the USSR and the United 
States have, until now, been using the factor of their 
geographical closeness in the North Pacific only to a very 
small degree. The greatest possible stimulation of 
humanitarian contacts and the development of tourism 





and business and scientific ties could significantly 
change the atmosphere in Sovict-American relations in 
the Pacific Ocean and improve the positions of the 
Soviet Union in the region. 


As regards the American side, an imterest in direct 
contacts with our Far East 1s becoming increasingly 
noticeable among the public, business circles, and the 
authorities of the states of California, Alaska, Wash- 
ington, Oregon, and Hawan. This interest 1s receiving 
support at the highest level and could become a very 
important clement in bilateral relations. 


Regional economic cooperation 1s one of the spheres im 
which support from the United States ss of crucial 


significance. The Sovict Union has applied to join the 
Conference on Pacific Economic Cooperation and may 
take the same step with regard to the Pacific Basin 
Economic Council and also the Organization for Asian- 
Pacific Economic Cooperation. The United States plays 
one of the leading roles in the activities of these organ:- 
zations but, on the official level, still capresses reserva- 
tions about the USSR's membership 


Soviet intentions are aimed at facilitating the resolution of 
the problems of the economic integration of the USSR into 
regional economic ties and the development of its far 
eastern regsons. in the final analysis, this will correspond to 
the interests of the United States itself and of other 
countnes and will guarantee stability and the compatibility 
of interests. One can agree with the fact that there has been 
a relative weakening of the positions of the United States 
in the region after the active formation over a decade of 
the concept of regsonal economic cooperation. At the same 
tume, the still huge scale of its economic presence and its 
political and military role enable the United States to exert 
considerable influence upon the course of discussions 
pertaining to problems of regsonal economic relations and 
upon the decisions which are being made. Although the 
aspiration of the ruling circles of the United States to 
firmly control the development of integrational ties 1s 
hardly realistic, one should not ignore the influence of 
Amencan administration, research circles, and business on 


these processes 


The widespread political, diplomatic, business, cultural. 
and personal contacts are evidence of the firm and 
dependable US. presence in the APR. It 1s precisely the 
United States which, in the postwar period, by making 
the most of its presence and political influence, created 
the basis for the modernization and develop:nent of 
individual countnes in the regron and for their inclusion 
into the international division of labor 


The most dynamic world cconomi sone, which was 
formed under the acgis of the political and mulitary 
guarantees provided by the United States and which 
became strong on the basis of the openness of the 
Amencan market, 1 today becoming one of the most 
“unhospitable” for American business and the source of 
the most intense and aggressive commercial Competition 








that the United States has ever expenenced in its history. 
Consequently, there 1s the growing realization in the 
United States that changes are necessary and that the 
new realities must be taken into account. These changes 
have become mpe and will continue to gather force in the 
nineties. The question for the USSR 1s how to best 
incorporate itself into the concept of these changes which 
is being formed so that it can finally remove military 
tension and gain access to the sources of investments and 
technologies, ready markets, and structures of regional 
imteraction which are taking shape. 


Japan and the USSR in the Nineties: Prospects for the 
Nermalization of Relations 


In the cighties, in conditions of the economic strength- 
ening of Japan and the maintenance of tension in inter- 
national affairs, its interest in improving relations with 
the USSR clearly gave way to a cautious and also often 
confrontational approach At the same time. the external 
aspect of Soviet-Japanese relations was changing The 
which had been made in relations between the 
and the United States, China. and the European 
countnes, the withdrawal of Sovict troops from Afghan- 
stan, the setilement in (ambodia, and Soviet contacts 
with Seoul encouraged the Japanese to make certain 
reassessments. These changes contributed to the accu- 
mulation of favorable conditions for a qualitative break- 
through in political relations and strengthened the argu- 
ments of those advocating compromise in relations with 
the USSR, they saw in this a factor which would enable 
Japan to strengthen its international positions and which 
would lead to a stabilization of the regional situation 
The improvement of Sovict-Amerncan relations and con- 
structive dialogue at the highest level remove many 
Japanese restrictions which. until now, have influenced 
its independent stance in relatvons with the USSR 


There are also other factors which are stimulating Japan 
to take a fresh look at its relations with the USSR. The 
imcrease in its cconomic influence in the world is not 
proceeding without giving rise to conflict. The efficiency 
of the Japanese cconomy is becoming practically the 
main source of antagonism in relations with its partners. 
first and foremost with the United States. As a result, in 
recent years, there has emerged a distinctive and often 
negative emotional attitude toward Japan both in the 
United States and in many other countnes 


In spite of their mutual economic dependence and military- 
political closeness, there 1s also growing general dissatrsfac- 
teon in Japan + ith the pressure being applied by the United 
States. All this 1s creating that real atmosphere im which the 
process of reassessment by the Japanese of the role of the 
Soviet Umion and elaboration of alternative future relations 
with it 1s developing. In atiempting to forecast the possible 
evolution of Japan's positions. rt would be a semplification 
to reduce the potential value for u of relations with the 
USSR only to questions of bilateral relations and to the 
advantages of commercial and economi cooperation One 
of the potentials of the USSR’'s new political thinking with 


regard to Japan 1s precisely its recognition of Japan's global 
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role and responsibility for the futere of international rela- 
tons and for the situation in the APR. 


Senous thought 1s being given in Japan to the future 
structure of international relations and to its place in this 
structure. In the process, it 1s stated that military factors 
are playing a reduced role in politics and that the arms race 
is having a negative influence on economic development 
and competitiveness. 


The concept of multipolarity 1s becoming politically 
significant for Japan. The country’s assumption of the 
role of one of the most important “new™ poles is con- 
nected for the Japanese with fathoming probiems of 
imternational order and ways in which the laticr may 
evolve and with a reassessment of traditional foreign 
policy concepts. This 1s creating the conditions for 
dialogue between the USSR and Japan on global prob- 
lems. Official publications of the Japanese Ministry of 
Foreign Affairs point to the necessity of strengthening 
the United Nations Organization so as to make it more 
effective, this could also become one of the topics in 
Soviet- Japanese dialogue 


The APR 1s becoming a strategic direction of economic 
cooperation for Japan. The volume of Japanese eco- 
nomic aid to Countries in the region exceeds that of the 
United States by a factor of five. Today, almost 50 
percent of all resources allocated by Japan for cconomx 
aid programs 1s channeled to countries in the APR 
There are possible arcas of common interest here 
between Japan and the USSR given the prospect of an 
expansion of Japanese economic aid to those Asian 
countries which are already economic pariners of the 
USSR. In principic, the Soviet Union could also. in time, 
count on low-interest loans in order to resolve specific 
economic problems which have a political significance 
(for example, conversion). 


It oS significant that the opinion is being cxupressed im 
authoritative Japanese circles that the region needs a 
miltiiateral forum within the frarmework of which the 
United States and the USSR could discuss, among other 
questions, nuclear disarmament . the reduction of con- 
ventional weapons, and confidence-building measures 
The exrsting role of factors pertaining to military force in 
the region means that Japan remains dependent upon 
the United States to a cetain degree. The dendcologiza- 
tion of international relations in the APR and the greater 
emphasis on problems of economic development are of 
advantage to Japan as. in these conditions, it could have 
greater political influence 


One of the potential problems both for Japan and its 
neighboring countries 1s its future military policy. The 
military potential of the USSR and China and contron- 
tation on the Korean peninsula are spurring the country 
to build up its defense power. Although. as yet. there are 
no weighty reasons for dramatizing Japanese military 
efforts, the present logic of international relations will 
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inevitably lead Japan to expand its muitary organiza- 
tional development particularly if the process of the 
demilitarization of its relations with the United States 
begins. It is in the interests of both the USSR and Japan 
to try to arrive at mutual understanding with regard to 
these problems and to adopt a new approach to ques- 
tions of security. 


The problem of detente in the APR can be seen as one of 
the questions which bears practical importance. The 
Soviet Union's foreign policy efforts, including those in 
the APR, are, in principle, compatible with the 
approaches of Japan. Both countries are interested in 
reducing tension on the Korean peninsula and in regu- 
lating the situation around Cambodia. {1 is difficult to 
envisage that, in the foreseeable future, the USSR and 
Japan will be in direct competition in the economic 
sphere or in military affairs. 


In examining possible areas of mutual interest, onc 
cannot fail to take account of the fact that real interac- 
tion in all spheres can be successful if the process of the 
accumulation of trust in bilateral relations gets under 
way. It 1s impossible to do this if we ignore the problem 
of the “Northern Territories.” However, the very arena 
of bilateral relations itself can be significantly expanded 
so that one gradually arrives at a situation in which the 
problem of the “Northern Territones™ is not firmly tied 
to other questions. 


It could be a question of utilizing Japanese experience with 
regard to the modernization of the economy, the system of 
management, the adoption of decisions, and so forth. 


The second potential sphere of economic cooperation 1s 
the modernization of the raw-matcrials branches of the 
USSR economy 


The third potential area of long-term cooperation w:th 
Japan lies in the onentation of the USSR toward the 
development of so-called “highly intellectual industries” 
whose output can find a use in many countries 


It 1s also possible to expand the sphere of bilateral 
relations by cxamining those problems which have 
remained since World War il: We could give our atten- 
tion to simplifying as much as possible the procedure 
with regard to Japanese visiting the graves of Japanese 
servicemen located on the territory of the Soviet Union 
and to tidying up these cemetrnes. One other direction in 
which cooperation can be pursued 1s in the active devel- 
opment of humanitarian contacts and cultural tres which 
are viewed in Japan as an important clement in the 
complex approach toward ensuring the interests of 
national security 


The tormation of a new image for the Soviet Union at 
the level of bilateral relations requires considerable time. 
resources, and the coordination of efforts. Specific pos- 
itive advances can be made in the time remaining before 
M.S. Gorbachev's visit to Japan 


x) 


The expectations from this visit are linked not only with 
bilateral relations but also with the state of affairs in the 
APR and in the world in general. In these conditions, the 
hope remains that, by manifesting wisdom, the political 
leaders of the two counines will nevertheless succeed in 
giving an impetus to relations and starting the process of 
bu:lding up trust between the two countnes. The hopes 
that this will happen are gradually increasing. 


“Our future relations,” stated the Japanese Prime Min- 
ister T. Kaifu in an interview given to IZVESTIYA, “will 
not be confined within a bilateral framework but will 
serve the whole APR. the entire international commu- 
nity, and will contribute to the development of dialogue, 
mutual understanding, and cooperation in the name of 
universal peace and prosperity.” However, at the same 
tume, one also cannot ignore the fact that, in its publica- 
tions, the Japanese Ministry of Foreign Affairs stub- 
bornly refuses to recognize the right of the Soviet Union 
to be considered as a country belonging to the Pacific 
region while the National Defense Agency views pre- 
cisely the Soviet Union as representing the major threat 
to Japanese security interests 


The development of relations at the local level could 
become one of the realistic ways of breaking the estab- 
lished pattern of relations between Japan and the Soviet 
Union. The Russian Soviet Federated Socialist Republic 
and its far eastern regions and the Japanese prefectures 
adjoining the Sea of Japan could independently develop 
both political contacts and business, cultural, and other 
mutually advantageous ties 


The Normalization of Soviet-( hinese Relations 


There have been major changes in recent years in Soviet- 
Chinese relations which have successfully emerged onto 
a new level. At the same time, decades of confrontation 
and ideological polemics have cost both states dearly. 


Both China and the Soviet Union have realized the 
necessity of normalizing relations proceeding, first and 
foremost, from their own internal interests. The reforms 
in China and perestroyka in the USSR. an open policy, 
and new political thinking came about, first and fore- 
most, as a result of internal changes which affected their 
view of the surrounding world. The normalization of 
bilateral relations has become the natural but, by no 
means, principal outcome of these historical processes. 


By the time that the Soviet Union had begun to change 
its policy in the APR. China had already made consid- 
erable progress in its political and economic ties with 
States in the region, having ornented them to a very 
considerable degree to precisely thes area of the globe 
Therefore, in spite of the fact that the governments of 
both the USSR and China are today ready for the most 
decisive development of bilateral economic cooperation, 
what can be envisaged at best, at present, 1s the restora- 
tion of the scale of interrelations which already exrsted at 
the end of the fiftves and im the carly sixties but which 
was subsequently destroyed. Even if the former level 1s 
restored according to quantitative indicators, it will 








undoubtedly be less significant for both countnes in 
terms of quality, something which can be explained by 
the operation of several factors in the structure of 
bilateral relations which ts taking shape anew: 


First, in the fifties, the Soviet Union acted principally as 
the donor, providing China with large-scale economic aid. 
Today and in the near future, a return to this model of 
relations, even if it will be mutually beneficial, seems 
highly unlikely in view of the USSR"s economic situation. 


Second, China, in its turn, has completely reorented its 
foreign economic ties toward the developed and new 
industrial countries and has made appreciable progress 
in those spheres of cooperation in which the Soviet 
Union can still be viewed as a novice. Those regions of 
China (in the south and southeast) which are the most 
dynamic from the economic point of view and the most 
important as far as the formation of Peking’s regional 
interests are concerned have practically no economic 
contacts with the Soviet Union. Many tens of thousands 
of Chinese students and specialists received their educa- 
tion in the West whereas the number of Chinese special- 
ists who have connections with the USSR runs, at most, 
into hundreds. 


Third, both China and the Soviet Union are, at the present 
Stage, resolving roughly similar economic problems and. 
therefore, are simultaneously in need of investments. 
credits, equipment, technologies, and contemporary 
methods of organizing production. As far as this question 
1s concerned, they are, to a certain degree, rivais. 


Finally, the fourth factor lies in the asynchrony of 
processes of perestroyka in the economy and in political 
reforms in the USSR and China. The initial, inconsis- 
tent, and, as yet, barely successful steps undertaken in 
the economic sphere in the USSR run counter to the 
undoubted successes in the economic transformations in 
China. As far as political reforms are concerned, the 
Soviet Union has moved ahead whereas China has 
recently been knocked backwards. 


At the same time, those relations which are new in 
character within the framework of the “triangle” the 
USSR, the United States, and China could exert a 
stabilizing influence both on the processes of reform in 
the USSR and China and on the renewal of the whole 
structure of regional political ties. 


The present state of affairs gives grounds for optimism 
with regard to the future structure of ties between the 
USSR, the United States, and the PRC, a structure based 
on the desire of all the sides of the “triangle” to adhere to 
a policy of “strategic equidistance.” So, as in the USSR, 
there 1s evidently, in the United States a greater realization 
of the faci that China cannot be viewed as an object of 
manipulation in the strategic balance of interests. At the 
same time, China continues to act as the side which is the 
most interested in maintaining “equal distance.” Taking 
into account this interest on the part of China and a certain 
anxiety which is being felt in Peking as a result of the 
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dynamic Soviet-Amencan rapprochement, we can presup- 
pose that the optimal model of interaction in the “tnan- 
gle” should include as one of its elements an improvement 
in relations between the PRC and the United States, 
something which will fully correspond to the interests of 
the USSR. At the same time, a place should be !efi in this 
mode! for joint trilateral actions aimed at generally 
reducing tension in the region. The new climate which 1s 
being established in international relations will, perhaps, 
for the first time in postwar history, enable there to be a 
transfer to tnilateral interaction. 


One of the problems in the APR is the existence of a 
certain psychological tension in some countries in South- 
east Asia with regard to China. There are also sensitive 
spots mght next to China, namely, Hong Kong and 
Taiwan. The problem of the “three Chinas” acquired 
regional significance in conditions when the official 
structure of regional economic cooperation began to be 
formed. The future not only of economic but also of 
political relations in the region depends on what formula 
will be found to resolve this problem. 


As far as the Soviet Union is concerned, the problem of 
the “three Chinas” 1s, above all else, a question of 
developing economic interrelations with “greater 
China™ and, thereafter, a matter of trilateral cooperation 
with the participation of Tarwanese capital and compa- 
nies, something which could correspond to both Soviet 
and Chinese interests. Economic interaction with the 
PRC's Pacific provinces 1s a separate problem, the 
solution of which could significantly draw the Soviet 
Union nearer to the markets in the region and to the 
system of the international division of labor. 


Crossborder economic interaction with the nearest prov- 
inces of the PRC and multilateral cooperation in the Sea 
of Japan region with the participation also of Japanese 
and South Korean companies, prefectures, and cities 
which adjoin this region could have particular signifi- 
cance jor the far eastern regions of the USSR. The 
elaboration of a long-term model of economic relations 
between the USSR and the PRC could be of great 
importance not only to the two countries but also to the 
region as a whole 


The Korean Problem: In Search of Detente 


Historically for the Soviet Union, the problems of the 
Korean peninsula are connected, first and foremost, with 
ensuring security and strengthening political positions in 
the APR. If the conflict between the two Korean states 
were to become more acute, it could also seriously affect 
Soviet interests and the normalization of the regional 
situation could be set back years. At the same time, the 
USSR objectively found itself in a situation whereby it 
was perceived in the United States and Japan as a 
“accessory” in the process of charging tension on the 
Korean peninsula while in Pyongyang it was viewed as a 
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most important mulitary-political ally and, simulta- 
neously, as a “foreign™ power with regard to the conflict. 


In these conditions, 1 was becoming increasingly more 
obvious that the lack of changes im the USSR's Korcan 
policy could signify stagnation for the whole Sovict 
policy in the APR and im Sovict- American relations. 
The long-term political interests of the USSR and the 
economic and political changes in the region were objec- 
tively spurring the Sovect Union to choose one of three 
forms of action: 


—the development of unofficial «« ntacts and economic 
ues with South Korea (the Chinese variant). 


—the development of economic and full-scale political 
relations (the Hungarian variant). 


—the development of the whole compiles of ties with South 
Korea without the establishment of full diplomatic 
relations with the aim of maintaining the balance on the 


peninsula and stimulating dialogue. 


The results of the recent meeting in San Francisco 
between M.S. Gorbachev and the President of South 
Korea Ro Tac-u could be mterpreted as a movement 
toward the third vanant. something which evokes not 
only understanding but also approval on the part of 
China and the United States, leaves sufficient mancu- 
vering room for the USSR and the DPRK, encourages 
both Korean states to engage in dialogue, and gives a 
spur to the “northern policy” of the South Korean 
administration. In these conditions, the development of 
economic ties and varied contacts with South Korea 
serves not as an end in itself but as part of a broader 
approach to the Korean problem and to stability in East 
Asia, a process which does not exclude efforts to estab- 
lish full-scale political contacts with the South without 
weakening those ties with the North which have already 
been formed 


In short, the Soviet Unron could act as a mediator in any 
dialogue between the two Koreas and in the establish- 
ment of contacts between the DP® K and other countnes 
in the region, first and foremost the United States, 
thereby contributing to the formation of a kind of 
“Southern policy” on the part of the North Korean 
leadership. In reality, « already exssts if one takes into 
account the intensification of contacts between the 
DPRK and the United States and the desire to reestab- 
lish diplomatic relations with Austraha and to establish 
dialogue with the ASEAN states 


One of the principal foreign policy problems facing 
South Korea is determining the future prospects for the 
“Northern policy” which 1s being implemented today, a 
policy which was conceived as a strategic course of 
action aimed at developing relations with the socialist 
countries, breaking through the diplomatic blockade. 
gaining access to the markets of the East European 
countnes and the Soviet Union, and intensifying dia- 
logue with the DPRK. A most important internal con- 
tradiction has been noted in this course of action 


Successes mn bilateral rclateons with the sociales! coun- 
tnes sharply contrast with the state of dialogue between 
the two Korcas 


A divided Korea continucs to remain a constant! source 
of tension. The conflect im Korea, mm essence, threatens to 
complicate relations between all the major powers im the 
APR. including the USSR. Chena, Japan, and the United 
States 


Both history and the present dynamu of the Korcan 
conflict compel the “foreign” powers, mcluding the 
USSR. to adhere to an cachusively cautious policy. For 
example, in February 1989. Pressdent Bush stated mm hes 
speech before the National Assembly of South Korea 
that the United States shares the aim of the peaceful 
unification of the Korean peninsula under conditions 
which are acceptable for his peopic. In his speech m 
Krasnoyarsk in September 1988, M.S. Gorbachev noted 
the possibility of ecsiablrshing economic contacts with 
South Korea if they would be accompanied by an 
improvement of relations between the North and South. 
This formula was reaffirmed m a communique pub- 
lished in the USSR on the meeting between MS. Gor- 
bachev and Ro Tac-u. In spite of the fact that China 1s an 
important trade and ecconomi partnacr cf Seoul, 
exceeding, in thes respect, all the socialist countries taken 
together, Peking 1s caceptionally cautrous im its attitude 
to the sdca of official political contacts with nt. Japan, as 
a major and. possibly, the most important cconomic 
partner of South Korca, 1s still not able to recognize the 
realities which have taken shape here and officially 
continues to adhere to a position im accordance with 
which the South Korean administration 1s viewed as the 
sole representative of the Korean people Nevertheless, 
the ruling Liberal-Democratic Party 1s actively engaged 
im secking contacts with the DRPK at an official level 


In short, all the leading powers which are politically close 
to North or South Korea, one way or another, recognize 
the necessity, in realistic policy, of the normalization of 
relations with both sides and are urging the two Korean 
states to enter into dialoguc It 1s precisely the promotion 
of dialogue which can be viewed as the key to an 
effective Korean policy 


Indeed, proceeding from long-term interests. 1 1s evident 
that we should concern ourselves, first and foremost, 
with reducing tension near to our far castern borders, 
something which 1s not possible without a constructive 
dialogue between the sides. It 1s precisely dialogue and 
the peaceful unification of Korea (although the latter 
could be a fairly distant arm) which should be fully set 
against any short-term and even medium-term political 
or economic advantages 


Until conditions are established for unification from the 
point of view of the Sovect Union's political imterests, a 
“divided nation free of tensson in its relations” remains the 
desirable situation on the Korean peninsula, a situation in 
which all the sides involved adopt a constructive attitude to 
one another and to imternal, regronal, and imiernational 





realsecs. Unfortunaicly. one cannot say thal thes «6 yet the 
case with regard to the cxrsteng state of affanrs 


confromtation and compicte sdcobogical 
mocompatidbility call into question any scenarios 
mvolving quick and casy resolutvons. mmcluding those 
which assume thal a way out could be found through the 
establishment of diplomatic relations between Scoul and 
Moscow. In these condssons, 4 6 perhaps very empor- 
tant for the Soviet Unson. whech clearly outstrups other 
countnes in political and diplomatic ties with both sides. 
te realstocally take mmto account how these sdes them- 
selves see the mammtenance and development of thew 
relations which are om a state of deep criss, what role the 
United States wants to play and could play in finding a 
way out of the crises, and how the irreconcilible propa- 
can be reduced and opportunities be opened up 
humanitanan contacts 


The Amencan-South Korcan mancuvers which take place 
practically every year ender the name “Team Spirit” snd 
which involve almost 200.000 military servicemen are the 
largest in the world and cicarly demonstrate the confron- 
tatvonal approach of the sides these mancuvers 
Amencan nuclear weapons deployed in Korea are of 
little significance mm mulitary terms but represent a very 
senous problem from the political pount of view a problem 
which Washington 1 mclined to link to the question of 
additional guarantees of securnty for Seoul 


For sts part, Washington 1s showing concern with regard 
to the nuclear program of the DPRK which became a 
party to the Treaty on the Non-Proliferation of Nucicar 
Weapons im 1985 but, as yet. has not given compicte 
access to the Internatronal Atomu Agency Authority 
[IAEA] to emspect sts nuclear installations. As a nonnu- 
clear state, North Korea i raning the question of the 
withdrawal of American nuclear weapons from the 
South and is proposeng to discuss the possibility of 
creatong a nuciear-free zone on the Korean peninsula 


Correspondingly. both the scale and the frequency of the 
“Team Spirit” maneuvers could be reduced with the 
possible declaration of a moratorum on those mancu- 
vers planned for 1991. thes would strmulate tations 
between the two Korean sides and also ral COn- 
tacts between the Unrted States and the DPRK 


If specific progress os made during the mutial stage of 
confidence busiding. the United States and the USSR 
could agree to a moratorwm on the sale and transfer of 
weapons and on the cessation of other military delivernes 
to the penonsula. Other measures, as indicated im the 
document of the US. Defense Department “The Sire- 
tegec Situation im the APR: Prospects up to the Year 
2000,” could munclude the equalization of troop strength 
and a mutual balanced reduction of offensive weapons 


A complies assessment of the military balance which has 
been established an assessment which moreover. 1s not 
aimed for the purpose of propaganda but for subsequent 
serous political analyses. could become an important 
clement in the future process of confidence buskding on the 


JPRS-LWE-91-001 
8 January 1991 


Much will depend on the dr somatic. political, and other 
efforts made by Seoul. Al present. surpassing the 
DPRK's cconomy by a factor of seven, having a pope- 
lation whech 1s twice as great. and possessing a developed 
industry and access to miernational organizations and 
other means of international mnfluence. South Korca still 
continues to assess the DPRK almost cxacluwvely from 
the pount of view of rivalry and confrontation 


tt s sgmeficant that the DPRK. im a jot statement 
made by its party's Central Commuttee, the Supreme 
People’s Assembly. and the Administrative ( ounce 
proposed to conclude a declaration of nonaggresson 
between the North and the South effective from 31 May 


1990 and to embark upon large-scale and stage-by -stage 


between the military leaders of both wdes the cessation of 


The proposal envisages a departure from the previous 
position (trilateral negotiations) and. m essence. agrees 
with the Amencan and South Korean proposal to conduct 
bilateral megotiations directly be ween the North and the 
South The North Korean side has also departed from its 
demand of | 988 for on-site mmapection to be carned out by 
the Observation Commission of Neutral ( ountrnes and has 
agreed to mutual mepection with Seoul A step has been 
made m the direction of the Unned States and South 
Korea which were dc manding the DPRK's agreement to 
tumely notification of military mancuvers 


The meeting between the Sovect and South Korcan 
presidents m San Francisco one further wgn of the 
influence of detente on the situation m East Asma Onc 
can make at least several assumptions regarding the 
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The second important port 1 that the Sovict Union has 


DPRK and South Korea. As i seems, i 15 not only the 
USSR which ss mmterested in the development of such 
dialogue but also the United States which 15 reviewing its 
policy with regard to the DPRK 


Of course, questions concerning bilateral relations 
between the USSR and South Korea also occupy an 
important place Their improvement and devclopment 
are an extremely wmportant symbol of the end of the 
“cold war” but, naturally, thes alone cannot resolve all 
the problems relating to the Korean peninsula 


Economic Ties With the The Far East and the 
Future Policy of the USSR in the Pacific BR _ion 


The foreign policy activity of the Soviet Union and its 
principal political and economac interests are historically 
connected with Europe During the last few decades. the 
USSR has been searching for major economic partners 
im the West. Geography, history, cultural traditions, and 
the concentration of industry, population, and commu- 
mications have contributed to this. These same factors. 
partecularly im conditions of the “cold war” with the 
United States and confrontation with China, and deeply 
rooted mutual mistrust im relations between the | SSR 
and Japan limited the development of relations with 
countries im the APR 


At the same time, being predominantly European 
according to thei cultural roots, both Russa and the 
Soviet Union have to resolve problems on the economic 


and socropsychological plane which are more character- 
istic Of Certam socreties in East Asa 


if we choose the road of rapid economic progress and the 
simultancous increase of the intellectual. educational and 
professional potential of society. there arises the urgent 
necessity for a profound analysis of the capenence of 
managing cconomn and social progress in Japan. Singa- 
pore, Tarwan, and South Korea. Al the same time, not one 
of these countnes. cach of whose economies has become 
outstandingly successful in a short penod of teme. hrstor- 
ically speaking. has achieved thes revival and the status of 
an integral part of the world and regional cconomi 
systems without support and help from the outside 


In spite of the catremely lomuted nature of our economic 
micraction with the region, we musi not totally wmnore 
thes factor Economic assistance from the USSR is cf 
paramount importance to certaim countnes. Thus, the 
Sovect Union exports to Mongolia, Vietnam, Laos, and 
Cambodia far more than 1 umports from these countnes 
During the coghtees, thes difference amounted to more 
than R15.7 billbon 


Obviously, there 1s a gradual realization im the region of 
the fact that a sudden and sharp reduction of Sovect 
economa and humanianan aid to certain Countnes could. 
m the final analysis, have painful repercussions on the 
ene Seen © eee Cent Se ee 
been formed in recent years and, naturally, this could again 
alter the regyonal situation. Heme, there 1s the potential to 
implement complies decisions, including help from the 
USSR in the resolution of certain economic probiems. 


Political renewal mm the USSR has also affected our Fast 
East. Both the Sovict and Russian parliaments, the gov- 
ernment, and the local far castern authorities still have to 
determine their prorites im the resolution of social and 
economac problems which they have inherited largely as a 
result of the activities of central agencies such as the State 
Planning ( ommutice [Gosplan] and sectoral minisines 


For all appearances. there 1s considerably less interest 
today in the long-term state program for the development 
of the Far East up to the year 2000. On account of deeply 
rooted tradition. the department which initiated the ro- 
gram, namely Gosplan, and also the USSR Counc of 
Ministers, which ratified 1, are not really interested m 
analyzing the situation. The lack of even general informa- 
thon in this sphere evokes incomprehension and angers our 
potential economic pariners who are continuing to show 
not only commercial but also humanitanan interest in us 
The plan for the development of the region upto the year 
2000 which has been adopted has become, as it were, the 
propelier of the foreign policy doctrine of the Soviet U mon 
m East Asa as formulated by M.S. Gorbachev im Viadi- 
vostok and Krasnoyarsk. Any ambiguities with regard to 
the prospects of umplementing economic programs could 
also possibly affect foregn policy affairs and interstate 
relaions and reduce the likelihood of governments of 
different countnes in the region giving their support to the 
plans of entreprencurs who have operations in the USSR 


Sectoral ministnes and central planning organs have 
therr own notions of what 1s acceptable and what 1s not 
As a resull, at present, we still do not have one organ for 
the whole of the Far East which could coordinate and 
also facilitate foreign coonomi cooperation. The idea of 
createng such an organ has been discussed but central 
agencies have adopted the decison to leave the matter of 
coordination on the hands of those representatives of the 
USSR Ministry of Foresygn Economic Relations who are 
responsible for the Far East 
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East, the creation of local zones of jou! enterprise can 
hardly be recognized as the correct approach. 


Specialization in raw materials which 1s a characteristic 
feature of our Far East today, in itself, sharply limits the 
possibilities for yount enterprise in limited areas. More- 
over, the path of creating free economic zones will 
require tens of millions of rubles, including freely con- 
vertible rubles 


There 1s one other problem pertaining to the economy of 
the Far East, namely, the shortage of a work force. The 
turnover of cadres and the large migration of the popula- 
tion back “to the West” does not correspond to customary 
notions regarding initial conditions for the creation of free 
economic zones. 


Furthermore, the idea of creating zones which are free 
for foreign investments and joint enterprise in cond)- 
tions of a labor shortage. an undeveloped infrastructure. 
a raw materials specialization, and the general “closed” 
nature of the economy comes down to, first and fore- 
most, questions of creating liberal preferential cond:- 
tions for economic tics. If this is the case, there is no 
sense im introducing such liberal conditions only for 
Nakhodka or other local economic formations and espe- 
cially as it would be desirable for us to make progress in 
the resolution of acute social problems on the scale of the 
whole far castern region and not just in Nakhodka or the 
coastal area 


In these conditions, it 16 necessary to take real steps 
toward economic modernization in the Far East. We 
ought to begin by reconstructing the raw materials sec- 
tors. we should aim for a higher degree of processing and 
apply the idea of “preferential conditions” to the whole 
Far East in order to attract foreign capital to these key 
sectors. In principle, this region could become a single 
“super zone” of jot enterprise 


In conditions of a transfer to market relations. the inter- 
mediary and regulating role of the state will, evidently, 
increase. Even in considerably more developed countries 
such as Australia and Singapore the governments have ao 
reservations about providing the closest protection both to 
local exporters and potential investors. 


Asia all create the potential for positive changes mm the 
APR. a potential which is still far from being caploned 
In thes respect, the changes mm the foreign policy of the 
leading countrnes in the regeon (the United States, Japan. 
and China) and at subregional level (ASEAN. the South 
Pacific, and the Sca of Japan region), the settlement of 
conflicts (Korea and Indochina), the buildup of confi- 


For the Sovect Union, the first half of the nineties could 
already become a pernod of transition toward a new type 
of relations both with the United States and Japan m 
East Asia 


Although the USSR cannot aspire to playing a leading 
political role on the affairs of the region by the end of this 
decade and clearly will not exert any sizeable influence 
on regional economic cooperation, 1 will continue to 
play an integral role in the changes which are envisaged 
during the ninctics. The West, including the United 
States, recognizes that the military balance should not be 
upset as a result of the unification of Germany and that 
it 1S MeCeSSary to take Into accownt the security interests 
of the USSR. It 1 obviows that this also refers to the 
APR Therefore, the resolution of the German issue can 
open up new opportunities for the commencement of 
dialogue on questions relating to confidence building in 
East Asia and im the North Pacific. When the Viad»- 
vostok proposals were formulated four years ago, many 
of the elements necessary for starting such a process were 
missing Many problems relating to Sovict-American 
relations had not been resolved Sovict-Chinese relations 
remained tense There wa. “till a policy of confrontation 
with regard to the conflicts in Asia There was no 
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openness on the part of the Sovict Umon on gucsisons 
pertamueng to its military presence mm the Far East not to 
mention unilateral reductions of nucicar and conven- 
tonal forces. There was a high degree of mistrust and 


susprcion with regard to the USSR mm the regon 


In four years. fundamental changes have taken place in 
all the five areas mentioned This enables one to presup- 
pose that the reaction to the idea of a regronal conference 
along the ones of that beld mm Helunk: could also be 
different, on principic, from that of the past especially as 
virtually all countrnes recognize the necessity of haveng a 
regvonal forum in one form or another um order to drscuss 
political problems 


Relations with Japan could become one of the most 
difficult problems both for the Soviet Unson's polic, om the 
Far East and for the prospects of the common Asian 
process particularly if the border msue between the USSR 
and Japan wiil continue to be internationalized This 1s the 
aim of certan corcies mm Tok yo which want to make general 
regional detente a hostage of the “territorial question.“ 


In the contest of the general regional process, the atte- 
tude of the © uvieet Umon toward the Amencan-Japancse 
security treaty could change. Many states im the APR 
assess the maintenance of alled relations between W ash- 
ingion and Tokyo as an important prerequisite for 
ensuring regional stability and averteng the nilitariza- 
thon of Japan, something which many countries are 
concerned about 


The United States, for its part, « ready to enter imto 
dialogue on the Korean problem and to establish rela- 
tons with the DPRK provided Pyongyang fulfills three 
prior conditions that 1 consents to all ts nuclear umstal- 
lavons berg mepected by the IAEA: thal 4 signs a 
declaration condemning international terrorism and 
another excluding the possibility of the unification of 
Korea by the use of force. and. m particular, that a 


it supports the idea of the development of dialogue 
between the two Korean sides and makes its own rap- 
prochement with the DPRK conditional on progress 


being made in this sphere 


The fundamental changes in international conditions 
have created favorable opportunities for mviting the 
foreygn ministers of the countries in the APR to take part 
ina multilateral conference on the presseng international 


problems of the region 
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Draft Miltary Reform Proposal Reteased 

9/U MOON Moscow MIROU AYA EAONOMIAAT 
MEZHDUNARODNYYE OTNOSHENTY om Rusman 
No 9. Sep W (mgned to press 15 August OO) pp 117-122 


[Draft military reform proposal by V. Lopaten ct ab: “On 
Preparing and implementing Miltary Reform m the 
USSR™] 


[Text] For a full translation of thes mem, sce the Daily 
Report Soviet Unson of | November | 990 begunmeng on 
page § of the Annes 


Lepatin Explains Concept 

97U MOO20B Mowew VIROI 474 FAONOMIAAT 
MEZHDUNARODNYV VE OTNOSHENTY om Rusman 
No 9. Sep W (signed to press 15 August @) pp 122-124 


[Artcte by V. Lopaten “Explanatory Note to the Draft 
Military Reform Concept”) 


[Text] For a full translation of thes mem, see the Daily 
Report Soviet Umon of | November | 990. begenneng on 
page |} of the Annes 


Clandestine Diamond I port I rade Revealed 


402310142390 Moscow MIRO AY 4 ERONOMIAAT 
MEZHDUNARODNY VE OTNOSHENT)Y 4 on Ruwman 
No & Sep W (wened to press 15 August) pp 125.126 


part of article by Sergey Vaslyevich 
MIROVAYA EKONOMIKA I MEZHDUNARODNYYE 
OTNOSHENIYVA correspondent: “On the Trai of 
‘ANT™, first part published m No. § of the same journal] 


[Text] The “Diamead™ Affair 


Before public opmmon had had tome to assemelate the 
“whodunit” details of the “cooperative trade” m tanks, 
SOVETSKAY A ROSSTY A caposed yet another “ ‘ANT 
[state cooperative association) affan” —0ts mmtermediary 
services, involving the sale of diamonds abroad, om the 
operations of the State Reposstory for Precious Metals 
[Gokhran}] Let us port owt that these operations were 
sanctioned by the USSR Counce of Menesters, and that 
the agreement on the mediation was concluded with the 
consent of the USSR deputy monster of finance 


It soon became obs sous that not only the ant, cooperative 
sentiments of certam circles, but also the commercial 
mmterests of the Main Administration of the Diamond and 
Gold Industry [Glavalmazzoloto| until recently a monop- 
olyst on the sphere of the diamond trade were behund the 
“vevelations” of the actiwity of Gokbran and “ANT” 
Some sagnificant detaris of the way on whech Clavalmaz- 
roloto used its monopoly mghts became known from the 
imterview given to IZVESTIVA by Ye M. Bychhow, chief 
of the | Gokhran | quote “Clavalmazzolote, maim- 
tarneng ties of cooperation solely with the mmternatronal 
company “City and East. West Lid” (1s headquarters are 
m London) has hownd itself by ofhgatioms not to engage 








m free wade m Gaamonds, and « compelied to content 
steeif wath sable proces wtech are much lower than average 
world market cocs..~ * 


What bind of a firm ss the, purchasing duamoncs from 


small independent company on the highly monopolized 
and firmly established world diamond martet 1s umpos- 
wibic_ all “ > more unthinkable 6 cachusive Cooperation 
between such a firm and a major suppher—the Sovect 
Umon We would not be mistaken in assuming that the 
London partner of Glavalmazzolote « only a “cover.” 
creaied by some more important participant om the world 
diamond buwness with the special purpose of making 
contacts with the Soviet U mon 

By whom precisely thes was done os a further secret for 
“domesix consumption.” The history of thes coopera- 
ton is known worldwide.’ In 1956, great quantities of 
diamonds from recently discovered Siberian mines 
appeared on the world market for the first tome. The 
prospect of a destabilization and demonopolization of 
the market and of a slump im prices confronted Ernest 
Oppenheimer, head of the world’s largest damon. pro- 
ducer—the South Afncan company “De Beers” ~and 
the creator of an international diamond-meneng « 2 .t¢1 


thon technology and visits of technical specialists 


Of course, the Sovret mass media and official figures 
wmdignantly demed the corcumstances of the USSR's 
mvolvement mn the world diamond market, sence coop- 
eration with the RSA was sharply at variance with the 
Soviet LU moon's official policy with regard to the country 
of apartherd 


material was already m print when IZVESTIYA 
a communication which, m pomt of fact. 


z 


published 
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retroactively admutied the fact of cooperation betecen 
Glavalmarroloto and “De Beers.” * it read that Giaval- 
mazzoloto had. aliegedly. only pust signed an agreement 
with “De Beers” on granting the laticr a monopoly mght 
to trade m Soveet diamonds on the world market 
However, 1 was pomted out that the Sowset Unson had 
had no ties with “De Beers” sence 1963, whech suggests 
that a1 icast wate that me, & had maintained them m 
direct form. lt also stated that before the present 
agreement was concluded. diamonds had been pur- 
chased by the firm “City” which, mm turn, sold them to 
“De Beers”, this makes « obvious thal the assumption 
about the imtermediary and purcly decorative function 
of “City” was justified. The teming of the iegalization of 
these contacts with “De Beers” s also understandabic 
Steps toward curtailing the regime of aparthesd have 
been made mm the RSA 


b oot notes 
1. IZVESTIYA, 10 May 1990 


2. See, for example, “Africa Report.” March-April 1986. 
pp 72-75 


3. See IZVESTIYA, 26 July 1990 
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Attitudes of FRG Public and Press Toward 


Perestroyka Process in USSR 
9/4M0001G6 Moscow MIROUAYA EAONOMIAAT 
MEZHDUNARODNYYVE OTNOSHENTY A in Rusman 


No 9. Sep 9 (signe! to press 15 Aug 9O) pp 140-145 


[Article by Yurry ignatyevich Yudanov, doctor of economn 
scrences and MIROVAYA EKONOMIKA I MEZHDUN. 
ARODNYYE OTNOSHENTY A correspondent mm the FRG) 


[Text] The present phase of the implementation of 
economic reform in the USSR is a matter of great 
mmterest to the business Community and the public in the 
FRG. Special interest was displayed im the new govern- 
ment draft program for the transition to the market 
economy Numerous conversations and discussions | 
have had with prominent government official and 
members of the business and screntific Communities in 
the FRG and an analyses of the latest West German 
publications (monographs and penodicals) reveal the 
following three main groups of topies assessments of the 
ongoing reforn.. and possible models of effective prob- 
lem-solving, the capedrency and scalcs of possible 
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Western economic assistance in perestroyka processes in 
the USSR, and the forms and purposes of interaction; 
the degree of genuine interest on the part of Western 
industrial states in the attainment of the main goais of 
perestroyka in the Soviet economy, and the choice of the 


main partners in cooperation. 


The Soviet Government's proposed package of measures 
to lay a foundation for the transition to the market 
economy has been described as perfunctory by the 
majority of specialists and by the business press. On the 
one hand, it makes no provisions for two of the most 
important elements of the market mechanism—free 
prices and autonomous producers. Price reform does not 
mean the institution of the principle of free pricing 
under the influence of market forces. It envisages only 
their administrative elevation, which will reduce the 
State budget deficit for a short time. This measure, 
however, will not create the necessary conditions and 
incentives for efficient work and the development of 
business initiative. 


On the contrary, higher prices will reinforce old forms of 
economic management. State enterprises, sovkhozes, 
and kolkhozes will have a chance to become profitable 
entities without any additional effort and without any 
changes in their operations. They will not have to seek 
new financial resources for the expansion of production 
or the improvement of product quality. They wil! simply 
have no need for this. Obviously, this kind of reform has 
no direct relationship to the market mechanism. ' 


State enterprises will not acquire greater autonomy. The 
partial decentralization of management has already 
deformed their production operations and strengthened 
their determination to hike up the prices of their prod- 
ucts. The retention of centralized price controls moti- 
vated these enterprises to change the product assortment 
in favor of more expensive items and led to the disap- 
pearance of inexpensive goods and to more serious 
shortages in the consumer market. The perfunctory 
nature of these decisions is having a lethal effect on 
reforms in East European countries. 


On the other hand, the package of reforms includes plans 
to begin the gradual re-privatization of state enterprises 
in 1991 (turning them into joint-stock companies, coop- 
eratives, and other forms of property, leasing them, etc.), 
beginning in the consumer goods and consumer service 
branches. This will be accompanied by the institution of 
a system of free market prices.? These measures repre- 
sent direct steps toward a market economy. 


The most important factor in the entire system for the 
transition to the market economy is legislative approval 
of the principle of free pricing.’ This does not exclude 
the possibility of state regulation of these processes in 
order to attain certain social and economic-structural 
policy objectives. The overwhelming majority of prices. 


however, should be influenced by market demand, as 
well as the overall scales of production needed to elimi- 


nate the shortages. 


The institution of a legal basis for the equality of all forms of 
property ownership is another extremely important market 
element providing the necessary motivation for entrepre- 
neurial activity and giving producers the autonomy they 
require. This is the only way of demolishing the bureau- 
cratic structure of economic management. The granting of 
greater autonomy to state enterprises (the elimination of 
supply and price controls) will allow them to secure their 
profitability not by circuitous means, but by raising the 
price of any product in high demand. 


Other forms of property, including cooperative societies, 
which are prone to the speculative boosting of the prices 
of their products in the absence of competition from 
state enterprises, will have to use other forms of compe- 
tition (specialized or high-quality goods and services). 
Then there will be no need for administrative restric- 
tions on their activity. Finally, the creation of a broad 
stratum of tenant farmers with a chance to own the land 
they work could be a quick solution to food shortages. 
Without this prospect, genuine progress in agriculture 1s 
highly improbable, because the tenant will be opposed by 
huge bureaucratic blocs on ihe kolkhoz, sovkhoz, and 
ministerial levels.‘ 


The basic prerequisites for the effective functioning of 
the market economy might be established with differing 
degrees of priority on constituent factors and schedules 
for their introduction into the economy. For this reason, 
the choice of the optimal model will be of decisive 
importance. It must be the model most consistent with 
the historical distinctions and national traditions of 
national economic organization and management. A 
possible model of a market economy for the Soviet 
Union is being actively sought. The Japanese, French, 
and Swedish models are being examined in detail. The 
West German model of the “social markct economy” is 
rarely analyzed, and it is rejected upon examination 
because there are no comparable major factors of eco- 
nomic activity in the two countries (this applies above all 
to entrepreneurs, experienced managers, etc.). 


Of course, under the conditions of such a massive 
perestroyka of the Soviet economy, during which the 
basic principles of the transition from authoritarian 
methods of management to market mechanisms are 
being elaborated for the first time in history, only a 
uniquely national model can work successfully. It will 
not emerge from a vacuum. It is possible that certain 
useful elements of other models will be borrowed, 
including elements of the West German theory of the 
“social market economy.” It has an indisputable advan- 
tage over all other options because it is already being 
instituted in the GDR, where the authoritarian system of 
economic management was also predominant. At 
present there is a rare opportunity to determine the 
strong and weak points of the model in reality, and not 

















just on the level of theory, and to take them into account 
in the further modernization of the Soviet model. 


During this process, it will be important to remember 
that the economy of the FRG, based on the main tenets 
of this theory, was able to secure steady economic growth 
(for the sixth year in a row now), a strong position for its 
products in world markets, and a colossal positive trade 
balance (for the third year in a row, the country ranks 
highest in the world in absolute export volume, although 
it ranks below Japan and the United States in scales of 
industrial production). Working people have a high level 
of social protection in the FRG, in spite of the huge and 
continuous flow of immigrants (the social expenditures 
of enterprises in the FRG are twice as high as those of 
Japanese, French, and American firms). 


The West German model was based on the use of the 
traditional Prussian method of economic management. 
As we know, this was also a strong influence on indus- 
trial relations in Russia and has been perceptible in 
Soviet economic affairs (for example, the relatively high 
percentage of bureaucrats in the employed population in 
both countries). The West German system of manage- 
ment has more in common with Soviet methods of 
administration than the Japanese model with its semi- 
feudal Samurai ethic. Incidentally, the Swedish model 1s 
also in a state of crisis at this time, and it is therefore a 
less reliable model for successful use in the perestroyka 
of the East European economies.* 


Finally, the deciding factor in favor of special consider- 
ation for the West German theory of the “social market 
economy” is the FRG's greater involvement in economic 
relations with the Soviet Union (German unification could 
double or even triple the volume of reciprocal deliveries). 
Today the FRG is the only leading Western power which is 
willing to offer real assistance in the perestroyka in the 
USSR with a view to its own national interest. 


West German firms became involved in this process 
quite senously and enthusiastically, adding certain ele- 
ments of their own theory to Soviet economic practices. 
The A. Andersen consulting firm, for example, is 
assisting in the establishment of the first joint-stock 
company in Sterlitamak at a machine-building enter- 
prise employing 4,000 people. There is further evidence 
of this in a proposal by Professor R. Jochimsen, North 
Rhine-Westphalia minister for economics, middie-man 
entrepreneruship, and technology, who suggested that a 
“pilot project” be drawn up in conjunction with the 
Institute of World Economy and International Relations 
on the creation of technological parks in the USSR on 
the joint-venture principle, and so forth. 


The detailed program for the gradual transition of the 
GDR economy to market principles envisages the 
sequential institution of different measures: currency 
(beginning with the guaranteed convertibility of the 
Eastern mark), economic (pluralism of ownership and a 
change in the economic structure to put the emphasis on 
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consumer demand), social (partnership in production 
and collaboration in administration), and ecological (the 
introduction of commercial principles into environ- 
mental protection). The period of transition to the 
market economy should last 4-5 years. 


The basic priorities and sequence of the economic 
reform in the GDR in line with the West German model 
of the “social market economy” are also completely 
applicable to the Soviet economy. The West German 
side has some suggestions for the implementation of this 
model. The Matushka Gruppe consulting firm has pro- 
posed, for example, the use of its program for the 
modernization of the GDR capital market in the Soviet 
economic reform. The model warrants thorough consid- 
eration, and certain elements of the model should be 
included in our economic practices if they can be used 
effectively under the conditions of the new principles of 
Soviet economic management. 


The expediency and scales of possible “Western assis- 
tance™ (or aid) in the perestroyka in the USSR are 
discussed constantly in the Soviet and West German 
press. An article in PRAVDA under the heading “The 
View from Moscow” stated the need to decide “how 
soon and how much the Soviet economy needs to 
borrow” with the help of various international financial 
organizations (the International Monetary Fund, the 
European Bank of Reconstruction and Development, 
and others).° Western banks would be asked to refrain 
from regulating the amounts, terms, and purposes of the 
loans. The program of assistance should include, in 
addition to financial loans, the granting of most-favored- 
nation status in trade, the reduction of the lists of goods 
prohibited for export, and the acceleration of the forma- 
tion of joint ventures and assistance in their operations. 


The business press and the overwhelming majority of 
specialists in the FRG also acknowledge the need to 
grant large financial loans in support of perestroyka. 
This was discussed, for example, by Foreign Minister 
H.-D. Genscher: “The FRG ts willing to engage in 
broad-scale economic and financial cooperation with the 
Soviet Union. Western democracies realize the difficul- 
ties of the transition from the planned economy to the 
social market economy. This process will be important 
for stability in Europe.’ 


Specialists in the FRG have advocated more favorable 
terms regarding the size of loans and the repayment 
schedules, but they also suggest that stipulations be made 
regarding the use of the financial resources as a provi- 
sional condition. “The Soviet Union does need an eco- 
nomic program of assistance,” remarked FRANK- 
FURTER ALLGEMEINE ZEITUNG, “but these loans 
should be used not for the retooling and modern :zation 
of inefficient state industry, but for the immediate 
satisfaction of consumer needs. Economic problems are 
spreading quickly, and the process of production mod- 
ernization cannot produce quick results because it will 
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take a long ume. The most important thing now is the 
fundamental improvement of supplics of consumer 
goods. This will necessitate long-term credit with pro- 
longed repayment schedules and immediate deliveries of 
consumer goods." 


The “perestroyka credits” which were extended by the 
FRG, Italy, and Japan and which totaled 2.1 billion 
rubles are always cited as an example of the inefficient 
use of Western financial resources for the modernization 
of Soviet production in light industry and the food 
industry. The equipment included in these transactions 
was ordered only after long delays and without any 
consideration for the actual needs and interests of 
industry. For this reason, the equipment which was 
purchased was used badly. Members of the FRG busi- 
ness community (particularly the executives of the Bill- 
erbeck firm) doubt that credits for the modernization of 
Soviet production can be productive at a time when the 
enterprises themselves have no opportunity to coord)- 
nate equipment purchase volumes with the necessary 
production infrastructure. 


The heightened effectiveness of Soviet production, 
according to the majority of West German experts, is 
connected less with the need for new technological 
equipment than with the use of progressive methods of 
labor organization. It should be based on the principles 
of production logistics, which depend, in turn, on the 
overall level of production sophistication and labor 
motivation. The radical modernization of production in 
the USSR can only be achieved by means of joint 
operaiions at mixed enterprises, in which the Western 
side will contribute new equipment and the practical 
skills of its optimal use. In the market economy the 
modern method of managing production is certain to be 
used at all other Soviet enterprises as well. 


If credits should be needed for the modernization of 
industry after all, it would be best to use the services of the 
international financial organizations already experienced in 
achieving the necessary level of effectiveness in the overall 
production infrastructure. Obviously, this would be of 
exceptional importance in Soviet economic operations. 


The Soviet Union needs financial assistance without 
delay, FRANKFURTER ALLGEMEINE ZEITUNG 
commented, because supplies are deteriorating, inflation 
iS rising, and it 1s becoming more and more difficult to 
find hard currency to pay for imports (around 17 billion 
marks).” Stabilizing the social order in the country will 
necessitate a perceptible improvement in supplies of 
consumer goods. This problem could be solved effec- 
tively with borrowed funds. 


“The principal and most dangerous enemy of Soviet 
reform at this time,.’" remarked 


WIRTSCHAFTSWOCHE., “is the shortage of consumer 
goods. If the coming winter turns out to be too cold or if 
there are serious interruptions in production, the possi- 
bility of economic chaos in the country cannot be 


4! 


excluded.”"'® Filling the consumer market will create the 
essential prerequisites for labor motivation and business 
imitiative, and these will secure a less radical and more 
evolutionary transition to the market cconomy. 


There is no question that Western countnes have an 
interest in the achievement of the basic goals of pere- 
siroyka in the Soviet society. The possibility of conquering 
this huge sales market holds out the promise of large 
profits. There 1s also, however, a moral consideration, as 
PRAVDA pointed out. “This ts a matter of the welfare of 
the people in Eastern Europe and even in Eurasia. Their 
existence is an integral part of all human civilization.”"' It 
is possible that this 1s why different varieties of assistance 
(modeled on the Marshall Plan) are being suggested in the 
West. It would probably be wrong to reject these plans 
Outright, because in contrast to financial loans, the funds 
included in these programs do not have to be repaid (only 
around 5 percent has to be returned). 


Different countries and regions of the Western world 
have different views on the question of aid. According to 
the FRG business press, “the Americans are clearly 
hesitant with regard to economic assistance in the Soviet 
perestroyka.”'? The catastrophic government debt (over 
3 trillion dollars) and some signs of crisis in the economy 
have led the U.S. administration to entrust the decision 
on this matter to private firms, although it is clear that 
the Soviet Union is on the verge of solvency and that 
new approaches to economic cooperation should be 
considered. The WASHINGTON POST has commented 
on the “apparent American policy of the non-cxtension 
of financial aid to the USSR.” 


Another approach 1s characteristic of the West European 
countries. It stems from a desire to influence basic trends 
in world economic development and determine the main 
factors capable of strengthening the Eusopean conti- 
nent's position in world economic relations. There 1s a 
growing conviction in Western Europe that the success 
of the Soviet perestroyka will not only strengthen sta- 
bility un the region, but will also establish the economic 
prerequisites for a stronger position in the world 
economy. Many experts associate this process with the 
introduction of the new principics of international hor- 
izontal division of labor (intrasectorial specialization) 
into Europe-wide cconomic cooperation. This will con- 
siderably strengthen the European continent's position 
in competition with other economic centers (this opimon 
was expressed by Professor K. Wiedenkopf, Professor E. 
Donges, and others) 


This approach was backed up by logical arguments at the 
annual conference of the German Businessmen’s Asso- 
ciation (11-12 June 1990). The chairman of the board of 
the Bank of Tokyo, the Japanese financial giant, said that 
three main regions—the American, Asian, and European 
regions—would be competing in the 1990s. Active 
efforts are being made to build up the first of these: A 











zone of “free trade™ between the United States and 
Canada was created in 1989. The United States plans to 
conclude a similar agreement with Mexico and some 
Latin American countmes soon. An intensive search for 
new principles of international division of labor 1s going 
on in the region. 


In the Asian region the process has been developing for a 
while. Japan was the first country to institute the new 
principles of international horizontal division of labor 
with the group of “new industrial nations,” primarily with 
Singapore and Hong Kong, and also with South Korea and 
Taiwan. Relationships of this kind were also formed with 
some ASEAN states (Malaysia, Thailand, and Indonesia) 
and even with some socialist countnes in the region. All of 


In Europe the process of forming a single economic 
complex has been slower because of the complex socio- 
economic reforms in the castern half of the region. The 
European Community could be the nucleus of a new 
economic entity if the optimal ways of including the 
EFTA countries and the East European states in a 
unified system of Europe-wide economic cooperation 
can be found.'* 


In 1989 the correlation of the GNP’s of the United 
States, the European Community, and Japan was 10:9:6. 
If integration processes continue to develop successfully 
in these regions and if the Asian complex continues to 
display higher rates of economic growth, a balance could 
be reached by the year 2000. The annual GNP in cach 
region will be worth around 10 tnilhon dollars. This 
scenano of world economic development indicates the 
interest that all European countrnes have in Europe-wide 
cooperation, and the West European states have as great 
an interest as the rest. 


The importance of acknowledging the mutual benefits of 
all forms of “Western solidarity” for the European 
region as a whole was also pointed out in a speech by 
Federal Economics Minister of the FRG H. Haussmann 
at the annual congress of the German Businessmen's 
Association. “In Central and Eastern Europe,” he said, 
“more than 400 million people have pinned their hopes 
on the realization of the principles of the market 
economy and Western solidarity... It is not only their 
welfare that is at stake here. This is a matter of their 
common peaceful future, their common environment, 
and their common European culture... The time has 
come, for us as well as for our East European neighbors, 
to test the effectiveness of the market economic mecha- 
nism in solving common national problems.” 


The FRG occupies a special position among the West 
European countries because it became most closely 
involved in the process of common European construc- 
tion im Connection with the creation of a unified Ger- 
many. This, in turn, was directly related to the success in 


implementing the basic principles of perestroyka in the 
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Soviet Union. “The FRG should promote this process by 
offering immediate economic aid with a view to its own 
national interests.” remarked FRANKFURTER 
ALLGEMEINE ZEITUNG. “There is no point in pin- 
ning any special hopes on other West European indus- 
inal countnes or, for that matter, on the United States. 
which 15 certainly not in any hurry to shell owt moncy 
now that perestroyka 1s encountering increasing difficul- 
ties.” The newspaper went on to say: “The FRG is 
understandably encumbered by the problems of eco- 
nomuc aid to the GDR, but Moscow hopes that Bonn will 
be able to mobilize other industrial countrics.”'” 


The FRG is willing to discuss not only financial assis- 
tance, but also broader aspects of economic interaction 
by the two countries. During the first phase it would be 
best to massive deliveries of consumer goods 
within the financial aid framework to alleviate the ten- 
sion caused by shortages im the Soviet market. The 
second phase would entail broad-scale cooperation in the 
economic sphere by means of numerous joint ventures. 
Because the “pluralist model of ownership,” based on 
internal sources (cooperatives, joint-stock companies. 
cic.), still cannot compete with the monopoly of state 
enterprises, it should be backed up by foreign suppon— 
Le.. by jomt ventures with capital participation by 
Western firms. They could act more autonomously in the 
strictly regulated production infrastructure, which 1s 
virtually beyond the capabilities of cooperatives and 
other alternative forms of property at thes time. Jowat 
ventures could become a unique model of the basic 
production entity in the mixed economy 


Of course, the FRG 1s not concealing its hope of intro- 
ducing some ciements of the “social market economy” 
into Soviet economic practices. This 1s already being 
done in the GDR economy. According to H. Hauss- 
mann, this process will entail the creation of preferential 
organizational, financial, and tax conditions for small 
and medium-sized enterprises (there are around 2,000 in 
the GDR today, but the number is expected to rise to 
90,000 in the near future). The FRG state budget allo- 
cates around 7 billion marks for this purpose in 1990 and 
10 billion im 1991. 


Another important step m creating the “social market 
economy” in the GDR is the gradual privatization of 
production combines. Both processes are to be accom- 
plished through specially created mediating societies (or 
trusts) to exclude them from the control of the “planning 
bureaucracy.” The gradual introduction of these clements 
into economic practices in the GDR will make the transition 
to market mechanisms of regulation relatively painicss 


The process of perestroyka in the USSR is entering its 
decisive phase. A legislative basis for the introduction of 
market mechanisms into the economy has already been 
established and is being improved constantly. In world 
practice, however, there has been no broad-scale capers- 
ence in the effective completion of these “pioncer 
projects.” It will be accumulated in the complex and 
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contradictory atmosphere of the thorough consideration 
of Soviet economic development dynamics. This calls 


for the particularly thorough analysis of factors influ- 
encing the transition to a market cconomy im all East 


European countnes 
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